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WORK AFTER 65i OPTIONS FOR THE 80's 



THURSDAY, APRIL 24, 1980 

U.S. Senate/ 
' Special CJommtitee on Aging, 

Washington, D.C. 
The committee convened, pursuant to notice, at 10:18 a.m., in 
room 5110, Dirksen Sfenate Office Building, Hon. Lawton Chiles, 
chairman, presiding^ , , ^ * 

Present: Senators Chiles, Pryor, Domenici, Percy, and Heinz. 
Also present: E. Bentlw Lipscomb, staff director; John -A, Edie,' 
chief counsel; David A, Rust, minority staff director; Deborah K. 
Kilmer, l^islative liaison; Neal E. Cutler and Helena G. Sims, 
professional staff members; Tony Arroyos, ESleen M. Winkelman, 
and Betty M. Stagg, nainority professional staff members; Donna 
Maddox, l^islative assistant to Senator Percy; Helen Gross-Wal- 
lace, clei^^ assistant; ^d Joan D. Nielubowski, clerical assistaat. 

OPENmG STATEMENT BY SENATOR LAWTON jCHILES, ^ 
- CHAIRMAN 

Senator Chiles. Good morning. ^ 

With the arrival of the 1978 amendments t<) the Age Discriridna- 
tion in JImployment Act, Congress ushered in a new era for AiAeri- 
ca's old^r virorKers, The mandatory retirem^ent age for Federal em- 
ployees was eliminated completely, and the age in the private 
sectOT TOs'raised.from 65 to 70. 

Yet» despite this rather dramatic and sweeping change in the 
law, there is virtually no hard evidence to indicate that substantial 
numbers of older workers are deciding to delay retirement and 
work longer. In fact, during the two decades prior to t&78, the 
-labor force participation rate of older workers exhibited a steady 
decline. Although the trend toward retireihent at a younger age 
appears to have slowed down, there are still large numbers of older 
persons who,are retiring early. I view this trend with some alarm. 

At the outset of these headings, I would like to make it clear that 
lihe committee in no way wants to eUminate opportunities f of, early 
retirement. For many, efurly retii%ment is both necessary and 
viable. What concerns me Js that there are so few alternatives. I 
believe it is time to encoiurage more options so that current trends 
will begin to change. ^ ^ 

Some people take the view that it will take a decade, or even a 
generation, for societjr's pattern of work and retirement to change. 
I don't be}ieve we have 10 or 20 years to passively wait for such 
trends to evolve. » 

The post-World War n baby boom has been described as a "de- 
mographic tidal wave" that has affected virtually everj^ social insti- 
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tution in the United States— from elementary schools to the labor 
force to the courts and criminal justice system. Much of the disloca- 
tion caused by the baby boom's large numbfers has resulted from 
lack of planning and a failure tb*anticipate problems. 
. With the l^al door now open to end mandatory retirement, 'and 
with vast numbers of today's workers due to reach their retirement 
years at the beginning of the next century, we must begin now to 
antifcipate the new problems that lie ahead. Yet, at a time when 
older persons are. indicating that they want to work longer; at a 
time when double^Iigit inflation is eating away at the retirement 
income of so many; at a time when many worker^ are questioning 
the financial integrity of the social security sys'tem; at a time when 
more and more private pensions are in serious trouble; why is it 
that so little is being done to stimulate worjk opportunities for older 
persons? 

As the so-called demographic tidal wave enters old ^age, this 
Nation canntt simply ^wait for trends'-to evolve. We cannot once 
again be guilt^f a lack of planning and a failure to anticipate 
problems, yie musi be ahead of the issue, and not behind the 
problem. ' - ^ 

Therefore, in an effort to shed light on this issue of growing 
social and economic importtoce,'the Senate Special CJommittee on 
, Aging today begins.a series of hearings, on "Wprk After 65: Options 
JbrtheSO's." ' • 

' Our witnesses this morning -Jiav^ all developed a measure of 
expertise in the field of the older worker, and I bave asked them to 
testify befor^the committee to help us define in more exact terms 
the extent and nature of thjisTproblem. ' * ^ 

Our next hearing in this series will be held on May 13, 19^, at 
which time we.Vill hear from a panel of distinguished corporate 
executives from private industry. This later paneJ will focus* on 
how more can be done in the private sect<Jr to stimulate additional 
epiphoyment opportunities for the older worker, and fiow^Congress 
can work in cooperation ^th private industry to encourage new 
initiatives in this field. 

I would also bring to your attention our committee's Ijearing 
-entitle "Ho\v Old b 'Old'?"- to be chaired by Senator John Glenn 
'on April 30,^ which will examine the physiological and mental 
effefcts of aging on one's ability to learn and work. The committee 
wilA be hearing from medical and scientific witnesses who will 
discuss the varied capabilities of older persons and the. techniques 
being researched for testing their sldlls. 

Our purpose this morning is to learn as much as possible about 
the problems facing older 'workers who. want to continue working. 
Mord Ispecifically, wa are concerned about the future implications 
of current trends and present policies. 

It is my firm belief that new efforts to encourage greater oppor- 
tunities^ for continued emplo3aiient for older ^workers will be both 
iiumAn "effective and cost effective. Let lis examine these two con- 
cepts more closely. ' ^ , * ' 

What do I meaA by human effective? '^o provide better oppo^u- 
nities for older workers both before and after age 65 allowjs people 
to follow their own desires and preferences-r-to use their (Jwn skills. 
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experjtace,. and learning in pursuit of their own financial and 
psychological independenos.^ 

There is "a great deal of ' clear evidence to-indicate that many 
older citizens want to contipue working. Whi^t I hear from my 
constituents in Florida is accurately niirrored in the natio^ scien- 
tific public /Ojiinion surveys. S9me prefer full-time work, while 
others prefer part-tijne work to supplement pension henfefits — and, 
of course, some are perfectly happy with full retirement, which is 
their right— but the evidence of preference foi; expanded work 
^ opportunities is strikingly clear. ^ 

^ The 1974 Harris poll commissioned by the National Council on 
the ^^g asked a national sample of Americans about the issue of 
mandatory retii^nient. - ' . . 

- Eighty;-six percent agreed Uiat nobody should be forced to retire 
becauser of age if they wanted to work. There was no difference in 
this position between people under age 65 and those over age 65. 

Fqpir years latet, another Harris^ poll asked the identical ques- 
tions with synilar results: 87 percent of both working and retired 
persons interviewed agreed that mandatory reiirement should be 
abolished alt<^ether. ' . • * 

' The 1978 national survey, however, provide more detailed infor- 
mation aboyt the desire of older persons to have^ expanded work 
opportunities, and something also about the^ frustration which they 
feel in not being abje to work. / 

Current employees and current (etirees were asked wha\ they 
would prefer as their retirement-woli situation. About, 25 percent 
of each groijp said they would prefer gome kind of part-time work 
after retirement. 

But in a foUowup quiwtion, while 25 percent of currently working • 
persons expected to find part-time work when they retired, only 8 
percent of the already retired persons were in fact able to find 
part-time employment. ^ 

It is sometimes argued that only the poor among the retired are 
interested in 'working past normal retirement age. Results from the 
Harris survey show this to be a mytH rather than a reality. 

All retired persons were asked: "In retrospect, assuming -you 
woqjd have had an adequate amoimt of retiiiement income, what 
would you have preferred to do when you reached retirement age?" 
Forty-nine percent of the retirees said they would prefer to work. 

M|^eover, of retired persons questioned with incomes under 
$7,000, 49 percent were either working at Jfce time or would prefer 
to work; for those with incom^s over $15,000, 48 percent either 
/were working or would prefer^ to work. In short, the desire and 
preference for work is no different for the better off than for those 
of low income. . * 

Not only do many persons want to work longer, but considerable 
savings can result from expanded employment life. y ^ 

The costs of providing adequate retirement income have already 
hit home. Continued, concern over the financing <Sf social security 
and tbe threatened cdllapse of various pension funds are but two 
outward and visible examples of the cost prOblen). To appreciate 
fully the future cost impact of present policies and trenda it is 
enlightening to examine clcwely what the 'current statistics tell us. 

■ ■ ■ ' ^ 
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We are now all fairly aware* that the United States, along witli 
other industrialized countries is an aging Nation. The 1980 census 
(jyill count some 25 million pe^rsons, age 65 and older — mdhe than 11 
percent of our total population. 

The latest and mogt accurate population projections from the ^ 
Census Bureau predict almost 32 million oldef pelrsons in the year 
2000-— or 13 ^percent of the population. When the baby boom, the 
demographic tidal wave, reaches the traditional retirement, age of 
65 and becomes jthe senior boom, the impact \vdll be drapiatic. By 
the year 2O30,^e United States will have twice as many older 
persons— in both numbers and percentages — as we have in 1980: 50 
million older persons representing 22 percent of the poi5ulation. 

There is even some evidence to suggest that these estimates are 
conservative. If continued advances in the control of Ulnesses such 
as heart disease, cancer,' and stroke are made in the next few 
years, several million additional older people 'will be couhted in 
these future years. 

. The impact of the growing size of the a^ng* population upon 
American sopiety will be particularly devastating if the current low 
rates, of older worker participation in -the labor force continue into 
the future. 

There are several notable indicators of the -magnitude of early 
retirement and the lack of older worker participation. 

For example, in recent years the majority of new applicants for 
social security retirement benefits have been 62 to 64 years old, not 
65'years,old. ^ * . , ^ 

More gener^ly, a recent Department of Labot manpower study 
indicated that wKereas in 1947, 48 percent of male workers age 65 
and over were in the labor force, this percentage had declined to 
onl3r22 percent by 71974. Further, estimates made before the 1978 
amendments predict that suoli participation will drop to 19 percent 
by 1990. . . . 

In summary, the recent and present patterns of labor force par- 
ticipation rates suggest declining emplo3TOent of the older 
worker— and a greater vulnerability of' unemployment even for 
those older persons who desire work. In short, we have a paradox. 
Older persons say they want to continue working longer, and yet 
they.are retiring earlier. * 

The question of costs in many ways is, in reality, a question of 
the ability of a shrinking labpr force to shoulder the financial cost 
of a growing older population.- What better way is there to ease this 
problem than by recognizing that millions of older persons prefer 
to work||and then by providing job opportunities for them? * - 

The generation which follows the baby boom is much smaller in 
size than the baby boom itself. Indeed, some ^xpert^ believe that 
there may 1^ labor shoHages as this smaller birth group replaces 
the haoy hodm over the next several^ decades. 

In the "Long.Range Budget Outlook," appearing in the Presi- 
dent's fiscal ,1981 budget, the Office of Ma»agement and Budget, in 
fact, estimated that during the 1990*s, the rate of growth of the 
labor-force is likely to be only about a third of the rate experienced 
during the 1970V^ ' . , 

What happens when a sm'aller and smaller w&rk force is respon- 
sfble for providing, for a growing older population? *What will the 
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" future dependency ratios be? What can we do, now, in 1980, in 
advance of possible economic problems and dislocations, to antici- 
pate this situation? 

Demographers use a .measure called the dependency ratio to map 
trends in the relative sizes of groups of wprkers and retirees. Using 
the traditional retirement age of 65, this ratio has "been changing 
significantly over past decades. In 1930, therp were only 9 retire- 
ment age persorib for every 100 working age persons in the United 
States. This had doubled bv 1970, to 18 per 100. By the year 2000, 
this ratio will be about 20 retirement age persons per 100 workir^ 
age persons. . ■ . 

In 2030, however, the experts see a dramatic jump to 32 pjer 100 
as the baby boom becomes the senior boom. 

Two main factors contribute to these rather striking trends. One 
is tRe size of the older and yoimger age groups. The other is -the 
4ige af which retirement factually takes place— that is, the age at 
which people move from the worker side of the equation to' the 
retirementside. 

We have little or no control over the population size, but we can 
influence' the age of work and retirement. 

•The Office of Management ai^d Budget has prepared a very 
interesting chart which I will insert into the record folfewing my 
remarks. In short, thiis chart showls that the older the retirement 
«:age, the lower the dependent^ ratio. In fact, if the average retii^ 
ment age fe raised to age % the dependency ratio will stay con-, 
stant for the next 70 yfears. However, if the average retirement age 
remains at the present level .of 62, the' dependency ratio dould 
double between now and the year'2030. 

Now I am not a statistician and I note tl\is chart only as an 
--illufltration^of a more fundamental 'fact, something which is direcjr 
ly relevant to 1980, and the -next few years. No one is suggesting 
that people be forced to worli; im£il dge 70 or age 68, or whatever. 
What :we are saying is that expanding job opportimities for older 
work.8re is cost effective" for our country.'* For those people who 
want to continue to work, we must stl^ now ^to investigate new 
opportuniti^, "develop new -practices, and to 'expand existing 
successful 'options»&r the older, worker. 
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Source: QH8 Technic*! St*ff paper^ by Doug Horwoofi 

Senator Chiles. Senator Domenici. - ' * 

STATEMENT BY SENATOR PETE V. DOMENICI 
. Senator Domenici. Mr. Chairman, I am ple^ to ha^e the 
opportunity today to make a few brief remarks as we open the first 
01 a two-part hearing on 'Work After 65: Options fof the 80's." 
The major problem affecting older pei^ns tckiayTs an economic 
greatest threat tothe economic security of 
alt older Americans. It was this concenT which prompted me to 
conie to you, Mr. pha^man, in January of last year and sugge^ 
that this comniittee give special attention to a broad range 6f 
economic, ^budggt&ry, Mid ik)licy issues affecting the financial secu- 
nty Qf older persons. The result was an extensive work done for us 
by the Urban Institute which identifies and analyzes the m^or 
policy issues relating to enaployment, retirement incotae, pensions, 
and income maintenance. This cortri)i:ehensive study will guide us 
as ,we begin today with this Hearing to delilierate these complex 
and challenging matters. . « 

One way we fan help our older citizens, to cope with inflation — ^ 
mid combat that inflation by increasing productivity at the same 
time— IS to allow older workers to remain in the work force for atf 
lon^ M they are willing and able, ^y personal opinion is that an 
individual should be permitted to work as long as he or. she desires 
and OS capable of domg so. I am very pleased that the rights of 
Older workers to remain productive in the work force for- longer 
periods of time are now being recognized. 

. In looking toward the future we need to realize that older people 
constitute a valuable employment resource that we cannotydfFord * 
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to push a^ide. Today^ generation of older persons fought in our 
wars^ worked in our factories^ and on bun fanps, and were, through 
their dihgence, responsible for.the prosperity we all enjoy today. If 
• we, as Government policymakers, meet our obligation to accommo- 
date the employment desires and needs of these older workers, 
they can help all of us to build a^ still stronger, more prosperous, 
and more economically^ viable countr y in the future. 

iSenator Chiles. "Thank you. We are deliglited today ^ to Mve a , 
panel which I think is most qualified to speak to this subject. On " 
our panel we have Dr. Harold L. Sheppard, Counselor to the>resi- 
dent on Aging, and director. Center on Work and Aging, American 
Institutes for Research; Dr. K. Warner Schaie, director, Gerontol- 
ogy Research InstituterAndrus Gerontology Center, University of 
Southern California; Michael D. Batten, . consultant,- Center for 
Studies in Social Policy, University of Southern California; Jerome 
M. Bosow, president. Work in America Institute, Inc.; Karl Kunze, 
chairman^^Niational Institute on Age, Work, and Retirement, Na- 
tional ^Council on Aging; and Dr. Thomas C. Woodruff, Executive 
Director, President's Commission on Pension Policy, , 

Senator Pryor is also with us this morning. 

Senator Prypr, do you have'any comment? 

Senator Pryor. I think the hearing is most timely. I agree with 
what you have said and certainly thank you for» calling this hear- 

u do have a statement, Mt. -Chairman, I would like to submit for 
the record. * ^ * \ 

Senator Chiles. All right. Your statement ^will be made part of 
the record at this point. 

[Th^ statement of Senator Pryor follows:] 

Statement by Senator David Pbyo^ 

Mr. Chairman, I feel it is most appropriate to begin by commending you this 
mornmg for^chamng,th^ first in the series of hearings on '^Work after 65: Options 
for the wrs. .gfe are grateful to you for your leadership in an area that is most 
relevant and pertinent to our current economic and social times. 

As we begin a new decade, it is important to start taking seriously , the fact that 
' SSa*^i.°?2?" generation of poet-World H will create a senior boom by tHe year* 
^SUJJO, with effecte far greater, I am afraid, than current predictions estimate. 

The impact of inflation on retirement income, the questions on the soundness of 
the social security system, the reports op the trouble of private pensions, anij the 
fact that many elderly want to continue to be active, alk need to be taken into 
consideration in the reevaluation of the working world. ^ ^ 

With the elimination of mandatory retirement for Federal employees, raising the 
age fronj 65 to 70 for private industry, and the fact that the trend to retire darly is 
wowing down, the fact remains that large numbers , of elderly are still retiring eArly. 
We need to examine how we can stimulate and encourage the elderly to contmue on 
as workers. The elderly are a valuable resource and one thkt needs to be fully • 
utilized and we can only benefit from their continued contributions to 'the workine 
world. . . ' , ' * 

Mr. Chairman, I'm, afraid a big part of the problem lies in the way many of us 
perceive the subject of age. Many times we feeJ,oi>ce a person hits that age of 65, 
the mdjviduai goes through some metamorphosis and emerges as a different person 
Therefore, m many instances it^is dedided that this PA<gon cannot on should not 
contmue to work. They then retire, and as ample clinicaDevidence shoWs, physical 
and emotional problems can result due to the denial of employment opportunities 

The attitudes of ua all must be altered— we must help put an end to the sterotyp- 
ing of the elderly. We must help to prov^ that the myths of poor health, loss of 
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energy^ higher accident rates, lower productivity, arid other such mistaken ide^ do 
not necessarily pertain to the mfyonty of Older Americans. , 
Mr Chairman, I think it is time to heed the warning that retirement and old ace 
^ in the fiiture will not be the^ same as it is today. It will be our responsibility to help 

decide just what role Government should take. I am anxiqus to hear from our 
. witnesses today and hope that our efforts here and on May 13 will result in a better 
understanding of what our options are and what plan of action we must take to 
encourage tfie elderly to continue to work after 65 and remain active part of our 
society. 

I^riktor Chiles. Plea^ proceed, Dr. Sheppard. 

• STATEMENT OF HAROLD. L. SHEPPARD, PH. dS, WASHINGTON, 
D.C., COUNSELOR TO THE PRESIDENT 0*N AGING, AND DIRECT 
* TOR, CENTER ON WORK AND AGING, AMERICAN INSTITUTES 
" FOR RESJiARCH - 

''Dr. Sheppard. Thank you. 
f I have seven quadrupled pages of my statement and about 10,000 
marginal notes which will take up another 37 minutes. I will do 
my best. 

1 want to apologize first of all for not having a prepared state- 
ment in advance ror the staff and for the members of the commit- 
tee but as you have said, I am in the middle of. switching jobs 
which is an imposing task. Trying to &et out from under one and 
into, another was more than I expected and I should have expected - 
it. 

I also want to say^mething about the importance 'of this com- 
mittee, having once been a member 19 ye^rs jago of the staff as its^ 
first research director, and then the staff director, from 1959* to 
1961. I think its role in the Senate is one of the most important 
because it straddles all of the other "legislative committees. 

I am very happy to be at a hearing where, if my -statistical 
memory Is correct, we have Senators from the two States whicfi 
have, I'think, the highest percentage of aged in.their populations. 1 
* . don't think I have been at a hearing where both Florida and * 
Arkansas^were represented before. . . . , 

I .would like to start out my brief statement by describing what is 
in my view ai^sort of schizophrenic quality. -in ouf country's pQlicies, 
, values, and programs r%arding the issue of work and. retirement. ' 
,^ ' Let me -quickly insert tHe thought that schizQphrenia js not a 
- monopoly of thQ United States. I see ^he same thhig in the five 
European countries in^ludec^An a project I have been directing, on 
' the future of retiremi^nt age policy, with support ft om ,the Ad«ninis-\ 
• * tration on Aging *and the German Mai^fiall Fund ofvthe United 
States. ^ \ /\ 

'tj^e ptolicy schizophrenia lies in the dual/pheno^enon of one, a 
^ pplicj^and prpgran! poSlition i^ting>^^iat older ;^rken3 have a right , • 

* t05 .employment as long ^ they are willing and able 'to continue to 
. -y^ork, refljected in part Dy'a limited ^employtneitf program for low- 
income older workers; by the passage of^the Age Discrimination in 
Employment Act ^ttmendments; by a low level of private sector 
interesj^^ possibly but ^Jidt definitery growing— and J 'expect Mr. 
. ^ -'Hc^w will copiment on that and correct^e; I hope-^an i|^rest.in ^ 
retaining or hiriJig elderly men and women; in (Contrast to, to 
coftiplete' this schizophrenic couplet, and two, a more persuasive 
policy arl4 pattern of behavior that' enco^urages or forces directly 6r 
indirectly early retirejnent; pnd a deeply hel^ belief system that 
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states that so-called older workers, should r^tire-^iand the earlier 
the better— fat order to solve the problems of ^ployment and 
promotion ambitions of so-called younger workers^ 

This belifef srystem is iurther reinforo^ by notions that anything 
that enhances the employment security of older workers is ipso ^ 
facto a detriment to the employment \ chances and ifecurity of^ 
women and minority gix)up6. * \ J - * 

My comments on this situation will be brief and succinct. 
OnerThere is no clear-cut evidence tha^ a forced draft policy of 
eajrly retir^riient is d neat solution of other groups' job problems. I r 
recompifend tt) you the report by^ the .Urbkn Institute, put out i>y * 
the administration on that i^ue/l also reinind you that the niore 
people we put out to pasture with lower\incpmes, the more we 
* reduce the level of :decent purchasing power for the aggregate 
economy. \- 



TwO: I ^really don't understand the argument about iiyury to. 
. women and^niinoriti^. It's a little bit like saving, "If it's hot in the 
' summertime, it .must be Qold in the cities. In other words, arie 
there not older persons aihcmg females? I aip asking an obvious 
question. Are* there not older -persons among blaScks and Spanish- 
speaking men and women? Yoii knoW what the answer is. ) 
The further irony in all this lies in the fact that over the next 10 
\ years, the fastest growing age s^ment protected by the Age Dis- 
. ^ crimination in Employment Act— people 40 through 69— wiU be 
nonwhites. By 1990, nonwhites 40 to 69 years old will have in- 
/ creased by over 26 percent, in contrast to less than 13 percent in 
the case of whites In the same age group. Does it xtiake sense for 
anyone truly; to believe that this act has a buUtin bias against 
nopwhites, given these demographic realities? 
. I should also add that the 'teenage nonwhite. population — during 
the same decade— will actually decljjne by over 2 percent The 
teenage wKite .populalion decline wiU bfe much more dramatic, 22- 
percent. ' ^ ' 

But given these kinds of 'unchangeable facts, sophisticated labor 
madcet#anal^^ and personnel directors know that early retire- 
n^ent incentives can only lead tp ^personnel shortages. .You ctfh't^ 
^ — 'igfrow more teenagers between now and 1990. It's too late, imless 
^ , i you know of something going on in the backrooms in the laboralo- . 
^ ries .that they have not told us about. And you don^'t make bver- 
night more skilled and semiskilled, highly productive workers that 
wul in all probability be needed in our private and public sectors to' 
maintain the economic base .necessary for what we call the Ameri- 
can lifestyle, highly productive workers who will be in short supply- 
if we continue our currenKretirement age policy. V 

It is poraible to have a shortage in the labor market and still 
have discrimination. Tliere is, a lag .phenomenon involved in the- 
eih^i^ence of the shortage and the shift to pofitive employment 
policies. This- is all on the macroeconomic level of analysis. I am^ 
• not going to delve here, because of time, into the personal and 
individu£d reasons for workers wanting to or needing to continue in 
the productive lifestream of our society and economy. I would like,' 
. however, Mr. Chairman, to ask permission to submit a report t^at 
we did at the American Institu^for Reseiarch for the General 
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Electric Poundation on the characteristics of people who* would 
postpone retirement after the age of 65. * , 
Senator Chii^. We will be delighted to receive the report.^, 
Dr. Sheppard. Thank you. Neither do I need to sipell out to this' 
» committee the beiiefits to .our social security system that derivfe 
from' putting a brake on the growing number of men, and women 
■ otherwise eligible for r'^tired worker benefits. The same ^inciple 
applies to the retirement income systems of Federal, -State, and 
local governments, and it is equally applicable to our private pen- 
sion systems. 

I will leave to Dr. Woodruff of the President's Commission on 
Pension Policy the business of commenting on the issues surround- , 
ing the world of private pensions. But I feel impelled at least to ^y 
the following, 'and it- is something with which i shall be concerned . 
in my new j)osition as Counselor to President Carter on Aging at «^ 

* the White House. • ^ ^ • . 

I firmly believe that this country ha3 been subjected to an over- 
preoccupation with the' real and imagined— and contrived— prob-. 
lems of our firmly established 'social security institutioiijs, ^nd that 
this preoccupationtends to blunt the level of concern and attention 
that should te petfato the private pension dimensions of our retire- 
ment income systems in America. - 

All of the components of that system, including social security, 
must face up to the issue of the future of retirement age policy, as' 
long as certain demographic, biomedical, and economic factors and 
trends continue to characterize the current ajnd near future dec- 
ades. Fn this connection, it 'is important to remind ourselves that 
the working age issue is not some idiosyncratic phenomenon 
unique to our country. In one way or another,* all industrialized 
i societies, especially in the West but not-flimplyMn the' West, are 
undergoing reexamination of their retirement trends^ in the light qf 
demographic, biomedical, and economic developments. 

Weshoiildbc ' " . . i . i...- . 

discrimination, ^ ^ - x 

ing from the reactions I have ganierfeq|fr( 
other country to my knov^JedfeeMias passed a law concerning age 
discrimination. 

We should be proud of .the fact that we have gone a long way 
• toward reducing poverty among our elderly parents and relatives, 
but we must not -use that facfc as an argument, now emerging in 
some circles in this , country, that the ag6d of this country are ^ 
" better off than they deserve to be, and that we need to put a i3top^ 
to, and even go backwards in, our developing system of providing a 
^ decent retirement life especially to the very old, those really not 
, elmble for continued paid employment in our society. ^ 
f don't need to tell you the details^ of this very old elderlV"*"^ 

# population explosion. Over the next 20^ yeart, for example, the 80- 
plus population will increase by over 55 percent. This is the 
graying of America.' Th^ 65-plus population a3 a whole is only 
going to go up by 10 percent. ^ • ^ 

Finally, throwing out another statistic, the group we are most 
concerned with in this hearing, the 65 to 69 group, it is only going 
to^o up by 4e8S than 6 percent. So when I hear all the talk and the 
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iuss and bother about the horrible consequences, of passing the new 
Age Discrimination in Employment Act^ and then l^ook at how 
many more people there will be in the 65 to 69 age group, I have to 
say that" the opponents to this legislation, the people dragging their 
feet on compliance, don't know what they are talking about. The 
numbers involved are too trivial. ^ 

'We have an ethical commitment to the goal and the value of 
achieving and maintaining a decent way of life for the very old and 
that means also that we have to, make every effort to keep the 
young-pld in th^ labor force as one more source of support neces- 
sary to make that commitment a real and manageable one. 
I will end there, Sena^r, but I -have a lot of other^ comments aS 
^ to the specific steps that niight be considered and I hope that that 
can come up in the panel discussion. ^ > 
; . Senator Chiles. All right, sir. 

Ehr/Schaie. < . \ ' ^ * 

J. STATEMENT OF K- WARNER SCHAIE, .PH. D., LOS ANGELES, 
CAUK PIRECTOR, ^ GERONTOLOGY RESEARCH INSTITUTE, 
ANDRUS GERONTOLOGY CENTER, UNIVERSITY «<)F SOUTHERN 
% CXUFORNU 

• Dr^ ScHAiE. Previous hearings of this- committee have "brought 
out in detail the demographic changes in our population and the . 
potential implications of changes in' mandatory retirement prac- 
tices. These matters, I am certain, will also be covered by other 
\[ panel members. I would therefore like to be rather narrowly fo- 
cused in my comments. 

First, I propose to discuss some of the prevalent*' myths and 
stereotypes that seem to affect public opinion and policy regarding .* 
the desirability and feasibility of continuing full or partial employ- 
ment past the age of 65. Emphasis will be given to the question 
whether 'the .older worker is at a disadvantage because of a system- 
atic age-related decline in the competenci^ required to perform his 
or her job, or whether the older worker compares unfavorably with 
younger peers because of inadequate tridning or obsolescence. 

Data from a 21-year longituoipal study will be presented which 
relates to this question, and their implication with respect 'to the 
^ need of mdividuial appraisal of wor^ capability and for the need of 
) educational intervention to overcome obsolescence caused by gener- 
ational differences in training and career ppportunities will be 
" considered. Finally, some realities of the older worlcer will be ex- 
amined with regard to iriiplicatigfiis' for necessanr changes in work . 
schedules and environments mandated by air older work force. 

When only a few people attained an old age they were respected 
and honored for. the^mere fact of their rarity. When societal cnange . 
was slow, the old provided continuity across the generations and" 
their experience was valuedf because they could tell the. young what - 
* their life as adults would be like. Since the attainment, of old age * 
has become a common -expectancy for most, and since societel 
/ change nowadays occurs at a tremendous rate, we tend to focus not ' 
on the wisdom of the old^but on their frailly,, their obsolescence, 
and the^rden which they may impose, on the i*est of us. Thui^, 
while beliefs al^^t some societal groups tend to' be idealized, those 
about the aged generallylend ^ be mpre negative than the tacts 
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would back up. Of course, the longer we ^ live, the greater is the 
possibility of accidents, disabling disease arid other personal catas- 
trophies. But such possibilities need not be ea^ are not realities for i 
most of our elderly Qitizens. 

^ Of the many myths abounding about the older worker, I will • 
here discuss five of the most important ones: Poor health," higher 
, accident rates, lowered productivity, reduction' in learning ability, 
and lowered value of retraining. 

There is i^o gainsaying that old age increases the probability of 
disease ahd that people over 65 are sick more often, require idngel- 
hospitalizations, and are restricted- in their activities more often 
than the young. But disproportionately a large number of the sick ^' 
elderly are those above 80 years, and not the young-old, those in 
their sixties and early seventies. Illnesses of the elderly are more 
frequently of a chronic nature; they require extended treatment 
^ and often become more like conditions of life than acute yinesses. 
Many older people learn to cope very well with the liniitations 

» impc«e4 by chronic illness. Given such adaptations, it is interes'ting 
to note that more than 80 percent of the elderly are, able to conduct 
their lives with few restrictions upon their activities which would 
be caused by the state of their health. There is evidence, moreover, 
that successive generations, will enter old age in better physical 

* condition. For example, the conquest of infectious- diseases will 
cause present young adults to reach old age in much better shape , 

^ than is true of today's elderly. We can thus predict that in the near ' * 
future, disease will cease to be a major factor in reducing the work 
capabilities of older individuals prior to the eighties. - , 

Some physical changes, however, are of importance. For exani- 
ploj reaction tiijie sloyirs with age, fatigue sets in sooner, vision and 
hearing become less effective, and muscle strength is reduced. Cor- 
, recti ve measures' of an individual kind, and more (ireful structur- 
ing of the work environment and work schedules, however, can 
largely compensate for most individuals. Large individual differ- 
ences and widely differing job demands suggest that these physical 
changes will be trivial for most workers in most jobs, but may be of 
substaiitial importance in some jobs, and indeed prohibit employ- 
ment in others^for example, aircraft controllers. TSiese individual 
factors are unlikely to interfere seriously prior to the late sixties, 
but become increasingly important as the midseventies are 
reached. 

^Emjjj|yers have argued that hiring and retraining older workers 
may M|an excessive risk because of the jncreasM number and 
severity of accidents. The evidence suggests that there is hardly an 
increase in accidents with age, what changes may be the types of 
accidents. For example, Sheppard, 1978, reports that older workers 
are more likely to' be involved in falls, but less likely^ be injured 
in misusirig machinery. Birren, 1964, earlier concluded that older 
persons have fewer accidents which could be avoided by judgment 
based on experience, but more accidents ♦due to failure to take 
quick evasive action.^ Thus, while in general, older workers tend to ^ 
have fewer accidents than the yourig, there may be some industrial 



» Harold L Sheppard, "The Search and Development Strategy on Employment Related Prob- 
IcTM of Older Workeri." Waihington: American Inatitutes for Research, 1978; James E. Birren, 
"The Psychology of A^ng.'' Engjewood Cliffs: Prentlce-Hall, 1964. 
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sitimtions in which they .present either a greater haard^r 'no 
^ hazard at all, depending uj^h the sp^ific work environment. 

It has been argued that older workers show decreased productiv- 
ity because they are slower, are* absent more frequently and be- 
cause their Idyalty to their Employers' goals ha^ decreased. Employ- 
ers might therefore, be better off, ^to retire their older workers and 
replace them with younger and presumed tOibe more eager and 
comniitted employees. Many ^studies of this problem suggest that 
there- are wide individual differences in productivity^ but these are 
not ^stematically related to chronological age. Where modest rela- 
tionships have been found, they are typically in favor pf the older, 
more -experienced group. Studies by such diverse groups as the 
New York State employee system, a department store, and a prmt>-. 
mg firm suggest that attendance is better ..for older workers and 
X output does not change substantially, particularly if pace of produc- 
tion can be controlled* by the older worker.^ In other words, even 
'the slowmg accompanying increased age often more than offset 
by workers improved skill, knowledge, and dependability. - 

kcreas^ age is often tiiought to lead to greater rigidity of 
established beh aviors and Consequently ,the inability to learn hew 
> skills which may be essential for maintaining one's viability as a 
^ productive worker. Learning ability has most often been measured 
by assessing performance on intelligence or ability tests. Early 
, cross^sectional studies comparing people of d^erent ages suggested 
that inteUigence peaks in young adulthood and declines thereafter, 
ouch studies are misleading, however, because the older compari- ^ 
;i8on groups typically had less schooling than did the youngeBT Be- f 
cause of the generattonal differences m educational preparation, 
older persons often compare unfavorably with their/Jrounger peers. 
But this difference is likely to be'due to ol^^esctoce rather than 
senile decline. When the same persons are followed over time, it i^ 
found that many abilities increase into midliife and show no decline 
sixties. Moreover^ the pattern of change is not identi- 
cal for all ^Ifiiities. - , ^ 

In our dWri research^ we have followed successive groups of 
people for as long as 21 years. From these longitudinal studies it 
has been possible to prepare estimates of performance of people at « 
- successive ages aa a proportion of what they would have prMuced 
at age 25. Tahje I shows these performance changes for fivi^ differ- 
ent ability^ measures. Although ^e decrements occur reliably by 
age 60 for^fiome measures— those involving speedy rfesponse— these 
drops are» quite minor li^jtil the seventies are reached. In fact, the 
average performance, even bv age 81, does not'drop below the 25th 
percentile offVte 25-vear^lds, except for the measures involving 
quick response— vocabulary recall and speed of addition. 

TABLE L-^^PROPORTION OF PERFORMANCE AT BASE AGE JS SUCCESSIVE AGE GROUPS 



^ ' ^^"x '^^^^^ vcX w 

32 (109) 105 106 "102 J07 ^ 102 104 

39 . (184) 409 105 . 104 104 102 107 

46 (255) 111 108^ 104 103 104 10« ^ 

53 (261) 112 ' 108 104 101 99 108 
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TABLE I.-PROPORTION OF PERFORMANCE AT BASE AGE 25 FOR SUOiSSIVE AGE GROUPS-^ 

Continued 

(*je 25-100) 





Satnpte stze ' 


ecotntton 
/ocaouUry 
V — 


onffitibon 


Rule 
identifica- 
tion 


Speed of 


RecaS 
vocabubiy 


Index of 
educabity 


60* . .. 


(275) 


111 


106 


104 


99 


' 95^ 


107 


87 . . . 


.. ■ (231) 


lOS 


99 


97 


87 


91 


101 


74 


(181) 


' 96 


89 


87 


75 


84 


92 


8! 


(88) 


85 


79 


80 


56 


74' 


83 


.lower 25 percentiie at aje 25 




85 


72 


83 


74 


84 


86 



It may be concluded then, that for many jobs, and most workers, 
capabilities and learning ability remains sufficiently high until the 
eighties are reached.- Because of the many different combinations 
\ of job demands and individual ability patterns, much researdi 
remains to be ^one to determine the best match^ between such 
individual patterns, jobs, and working conditions. ' 

We have just suggested that the old m3rth that "old dogs cannot 
learn new tricks" sunply is not true for most of us until the wery 
end of life: Nevertheless, emjsloyers frequently feel that resotu-ces 
employed for on-the-job tredniiig or career development should be 
reserved for their younger workers. And further, when specific 
work roles change, it is thought to be more economical to hire a 
new set gf younger workers instead of retraining the existing worif 
force. True enough, older workers ^e somewhat^*hiore tune to 
learn new skills, but when retrained they are likely to stay on the 
~^ job longer, have better attendance records, and are more reliable. 

From our studies of age changes ki intelligence we can also 
address the issue of copiparative educability at various ages; that 
' is, the relative lik^lihooa of benefiting from formal instructional 
prc^ams. Referring to the last column of table I, it will be noted 
thaft likelihood to benefit from education is as high at age 67 as it 
was at 25. - - 

Just as we would not expect educational technologies developed 
for kindergarten children to work with collie students, we know 
that the older person requires different .learning approaches than* 
does the^ouiig adult. There is now a .^ubstanti€il body of research 
to give us clues on how the older iand yoimger aault idiifer in 
effective learning appi^acheft Fpr example,. we know that |n teach^ 
ing older learners we must build on pas]^ explrience, must.< assist 
the learner in developing memory strcttegies, give positive fei^- 
back, encourage active participation, allow self-pacing, and abovb 
air provide- a supportive environment. Unfortunately, however^ 
these, principles have not yet been applied consistently in most 
training situations. 

A matter of* great relevance to these issues which is often over- 
looked, is the rapid pace of favorable changes which have occurred 
in our society over the past half century* For the'^old, however^ 
these changes mean an increasing degree of cultural and technical . 
obsolescence. Consider the fact that the basic education of today's 
retiree was typically at the eighth grade level, anjounting to an 
average of 5 years less than that of current entrants into the work, 
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force. This education occurred when many of the basic issues and 
facts in todays world of work had not even been, thought of. 

Just as we can use long-term .studies of human abilities to gain 
evidence change in performance with age^ so we can use these data 
to estimate differences between successive generations in ability 
levels at yOung adulthood. Table II provides information on this 
issue of geifcprational differences for the same skills for which we 
gave age data above. Here we compare the performance level of 
successive population cohorts-— with birth years from 1896 to 
194&— with a yOung adult cohort bom in 1952. Note that these 
changes are complex. For example, there are few generational 
differences on skills such as addition or recalling wOrds, but sub- " 
stantial differences favoring the more recent generations oh skills 
such as spatial orientation and the identification of rules, skills 
which are exceedingly important in today's technological society. 

TABLE II.--(;ENERATI0NAL DIFFERENCES EXPRESSED AS PROPORTIONATE PERFORMANCE OF OLDER 
COHORTS AS COMPARED TO A COHORT BORN IN 1952 

* {Cohort 1952- 100] • 

s«^«« cffiL, *e eSX- 



1945 * (133) 96 110 102 108 96 ' 98 

1938 „ (?38) ' 92 112 ' 100 113 89 54 

1931 (351) 91 100 91 112 90 / 94 

1924 (384) 94 102 90 12? 98 / 93 

. 1917 A „ (387 ) 9p 97 82 - 120 lo/ 88 

1910 (361) 88 96 '80 ' 122 102 86 

1903 „ (353) - 85 89 ^ 73 115 105 80 

1896 (fS) 79 84 67 107 105 74 

Um 25 pefCtttrie for 1952 Cohort ^ 83 71 80 74 83 84 



Note that the data, on generational differences do not imply that 
the older people have lost skills, but- rather that they are at a 
disadvantage m not having reached a level sufficiently high for ^ 
today's needs in the first place; Note further that ^the educability . 
index for the older cohorts is sufficiently high to suggest that ^ . 
educational intervei;ition is warranted to overcome this gap. . 

Change in mandatory retirement laws and the general upward 
shift of the age pyramid will leaCd to an increase in the average age 
of the work force as well as to a marked increase of workers at the 
older end of the age scale. How then must we react to this inevita- 
ble development? First, we must pay greater attention to -optimal 
. work environments. The young organism has much greater lati- 
tude to function under unfavorable circumstances, than does the 
old. Cdijsequently occupational safety considerations need to be \ 
expanded i<\ take account of the somewhat lessened visual and 
auditory capabilities of older workers, to mandate suitable environ- 
mental compensation. .Some paradoxes rbay be produced thereby. 
For example, energy raxili^ temperature controfc in public build- 
ings may be energy expensive because they ma^^educe productiv- 
ity in older workers by placing undue stress on the' lessened adap- 
tive capability of the older persons to sudden changes in tempera- 
• ture. , * ' 
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^ Second^ if we expect to extend the worklife of many individuals, 
more attention must be^^aid to the matter of obsolescence. It is 
essential to spread "our myestm^nt in education more evenly over 
^ * th^ lifespan/ In times of fiscal constraints, adult education and 
career retraining tend to get short shrift This, of course, is eco- 
nomic myopia. The new Department of Education should be strong- 
ly urged to investigate the deployment of educational resources 
such, that the reaeljty of lengthened' life and- work in a rapidly 
^ changing society can be dealt with more rationally. While it may 
not be realistic, to move a ye^r of compulsory education from the 
teens to the sixties, public educafioA must accept the fact that 
opportunities for the older learners are not frosting on the^ cake 
but essentia! contributions to insuring continuing productivity for 
* ' our Natpn, , - 

Third, as has already b^n brought out in previous hearings of 
this ^committee, considerable attention by private and public en^v^/^ 
ployers must be given: to flexible modes of work and retirement-^S*^^ 
has been stressed earlier, the physical and psychological changes 
occurring with advancing age do not lead Tor most, to dramatic 
drops in ability to function and be prodi^ctiV§, But they do lead to 
^progressive lowering of energy levels -and capability to cppe with 
stressful situations for extended peri6<M of time as was ^ssible at 
earlier life stages^. Adaptations in woi^c^ schedules which ,p§rmit & 
gradual ffedUction of workload and time but which assure mainte- 
nance of part-time employment to advanced age are likely to con- 
serve substantial talent under optimal conditions. 

Incidentally, if we manage to develop traditions of part-time and 
shared jobs to deal with the problem of the older worker, we may 
also be creating models which will be equally applicable for the 
needs of- womeiv with young children, and thus solve some of the 
problems which seem tt) assault the stability of the modern family. 

Finally^ I would like to stress the need for greater support of 
research and demonstration activities which will expand our 
knowledge base to find the best match between individual needs, 
and opportunities and the necessities of our economic system, A 
large investment has l)een made, for example, in developing suit- 
able assessment methods for educational and vocational placement , 
of children and young adults. Unfortunately these methods lack 
validity for our 'needs with older workers. Yet, having abandoned 
chronological age as a criterion for ending a person's worklife, 
other objective criteria must be substituted, and fair methods* for 
their implementation must be developed, to protect the older 
^ worker, and to insure that our economy continues to function 

effectively. Similarly, much increased efforts are needed to develop 
.the most effective methods for retraining older workers and for^ 
' developing methods and programs to maintain optimal motivation 
and performance throughout the worklife. 

Thank you. 

Senator Chiles. I would like to call to your attention' another 
hearing of pur committee which is going to be held on April ^30 in 
this same room. That hearing is going to be entitled "How Old Is 
Old?" and cover the effects of aging in learning and working. The 
. hearing will be chaired by Senator Glenn and* we will receive 
testimony from several societies, including Dr. Schaie. Primarily 
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this hearing will compare the health and mentaf capabilities of ' 
today s older persons to those of years ago, so I will be glad to have 
you back again with us then, Dr. Schaie. . j. 

Senator Heinz. Would you yield to me for not more than 60 
S6Concls f ^ 
Senator Chiles. Certainly. * * . . 

STATEMENT BY SENATOR JOHN «EINZ , .' 

Senator Heinz, Mr.^Chairman, I want to commend you for hoTd-"" ^ 

ing this heanng at this time o.n the' questions of employment and 
our senior citizens, the questions of retirement, the questions of . ' 
iS^o T ■ forward with the first step we took in the * 

1378 Age Discrimination in Employment Act Amendments. I think 
these are absolutely essential issues for us to come to grips with 
It IS going to.be exceedingly difficult to'^define what other criteria 
,we ought to establish if we are able to -lift, as I sincerely hope we 
cr,^^ mandatory retirement age. I believe that that age 
limit of 70 IS prima facie discririiination— a tragic prejudice against 
senior citizens. T,hat is why, Mr. Chairman, I think what you are 
domg IS so very important. I commenjl -jraji. ' » 

Senator Chiles We are delighted m have youf participation. , 
Senator Heinz. I ask that the full text of my prepared statement 
be incUided in the record. , 

Senator Chiles. Your statement in full will be included in the 
record. , ' 

{The prepared statement of Senator He.inz follows:] 

' Preeared Statement of Senator John Heinz - . 

Mr. Chairman, I welcome tfie opportunity that this hearing presents to explore 
^Tr^SL- „ °P''°n^ for Pereons over the agp of 65 to remain productive, 

contnbuting members of society. Although many.Deople look forward to retirement 
from work, significant numbers of older persbns Wish to &ntin*e employment 
^^uW Hkl't^'^Sfi r^T?"' As our exploration of this matter commenTeir ' 
ri^mmen^^U^^d^tSfi^rny p^St^- ""^ consideration of . 

• siSSyfd&inltor^'"' •°" ''^'^ °' chronological age. is', quite - 

. wo?k%^r!^r a"sSy"teRr^^ 

oIdI''p^illat^i'offeS""°' "'""^ ""^ ^"'"^'''^ --^""^ that ou,fe ^ 

thtel'JS™""' ^ '"''^ *° ''"^"•^ elaborate oji my concerns about each of 

"J M«Itt' i?M» " ^ ^f"^ ^ retire simply hMause oNheir chronologi- ' 

^ .older Americans desire to continue emplorment. for a variety of 
hoT'^p„??r '^■.^ «™Plyj!ecaUS? they need-aSnaHncome; otLre 
I Vu ^^"'^ constructive uSe of -leisure time; still others a^e 6ne" 

gjzed by the social interactions" and challenges accompanying work The Aire DiL * - 
crimination in Employment Act, extending tSe Inwdatory retirement w ^70 fo^ 
. most workers (and elinuhating it entirely for thoTin the Federal -servi^Ta CTeat ' 
step toward permitting senior ^sitizens to continue working. It is a victory against . • 
ageism in the strufele for economic eguality for older people, ij^fact. I wdiild Hke to 
see the upper age;Timit removfed an^ pther methods TvelopS for measuring the 
functional capacity pf workers for continued employment. ^ measunng tne 
nh-«n°rf!^!L? 1 ! ^'^i^ °^ mandatory retirenrient, the American MedicalUssoci- 
at 6n reported that: "Compu sory retirement robs those affected of the will to Hro 
full, welWounded lives deprives them of the opportunities fortomi^llin^ pht^ 
f.^iuJh^'*'^'"^^' and. encourages atrophy and decay • • • Qjmpufeory retlre^nt 
on the basis of age will impair the health of many individuals whose jobs repr ^ 
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■a major source of atatus, creative satisfaction, socialization, or self-respect There is 
ample evidence that physical and emotional problems can be precipitated or exacer 
bated by denial oi- employment oppprtunities. Few , physioians deny that a, direct 
Relationship exists between 'enforced idleness a,nd poor 'health:" 

The enforced retirement age is, however, not the only factor inhibiting the em- 
ployment of thoiSaiitis of potentially pi^uctive workers. An adequate supply of 
appropriate~i5b opportunities for thesQ people, constraints in employee retirement 
and benefit systems and disincentives in^he*social security systeip all Effect the 
decision to retire. ^ , r • r 

I have long been aa advocate of providing the maxinmm number of 'options for 
full- and part-time employment, shared jobs, retrain ing/'^second careers, and even 
third and fourth careers for those" desiring them. yNJ * 

Another factor which must be considered is , the greaU challenge of providing 
economic security to our older population in view of both the chtin^ng age distribu- 
tion of the work force and the -projected increase in the number bf older ^ericans. 
Due to continuing trends toward early retiTement» combined with increased life' 
expectancy, many people are spending more and more years in the statifi tl^t we 
currently define as retirement., For example, a person retiring at 55 yeard* oX age 
today may live another 20 to 25 years. ^ ^ 

The questions Which we must ^address today are whether ow better educated, 
more healthy, m( re mobile citizens will welcome this extended peilod of unemploy- 
ment, and in the i face of increasing inflation, will they be able to afford it? Further-^ 
,,more, can we afford, ^as a society, to let this vast resource of skills, .talent, and^ 
abilities be underutilized by involuntary exclusion from productivity? 

Increasing numbers of okjer people without adequate mcomes put -a strain on our 
retirement systems and other public benefit 'programs. Instead of pushing peoplt 
into earlier and earlier retirement, we must examine incentives to help th^em to 
remain m the work force. I hope that we wijl kear more today, and as«we pursue « 
this series of hearings, about how we can provide these options. _ 

Senator Chiles. Mr-. Batten. ^ - 

STATEMENT OF MICRAEL D. BATTEN, FAIRFAX, VA., CONSULT- 
ANT, CENTER FOR STUDIES IN SOCIAL POLICY, UNIVERSITY 
OF SOUTHERN CALIFORNIA • . ^ 

Mr. Batten. Mr. Chairman .findf distinguished members of the 
committee, it is a pleasure to be here today to testify and discuss 
tbis iitiportant matter of age, work, aiid alleged retirement- norms. ' 
My, statement has been given to the committee and I would like to 
summarize. \ * . ^ > 

Senator Chiles* Your statement in full will Be made' part of the 
record.^ We will appreciate you siufnmarizing youf statement 

Mr. Batten. Thank you very much. ^ ^ 

I think what you have heard ^ot about in these hearhigs and" , 
will continue to hear about are the changing age profiles in our ^ 
population Jn the l^bor force and Vow down the line &om§where we 
Irill' really have to deal with this, employment issue because sp 
many people will be living in fulP retirement status. You have ^ 
^ heard of limited4)ension and social security systems that are goin§ 
'to f^ce us down the line. You have just heard Dr. Schaie testify , 
that older^.people arex?apable of working beyond the normal retire: 
ment age. You also will hear about cdmpanies that ,iare adapting 
policies to accommodate the abilities of older workers.* A 
V What you have not h^ard aboijt is the day-to-day problenis of age 
discrimination/ in employment. This is a very serious obstecle in ' 
the way of oloer woncers and what Congresahas given to the older 
individuals in terms of the Age Discrimination in Employment Act 
is .a flawed instrument. I don't mean to criticize Congress becaus^ 
this is at least a firgt gtep. , 



•See page 21. • ' . ^ . • 
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What we seem to.be facing here is the development of a new civil 
rights movement, Back in 1964, Congress passed the Civil Rights 
Act and title VII of that act protected the employment rights of 
blapks, women, and other minorities, and employers could not use 
these surrogates to exclude them in any of the privileges, (Condi- 
tions, and terms of employment. However, age was not protected at 
that time and instead*^ Congress reconcimended that a report be 
prepared and submitted to the Congress as to the existence and 
prevalence of^pe discrimination. This report compiled by the Sec- 
retary of Labor Was indfeed submitted to Congress in 1965 and it is 
one of the most extensive reports documenting the systemic fact of 
age discrimination in our employer community ever developed and 
it is too bad we" have not had more of them, quite frankly. The 
report's findings underscored facts that we already know, that the 
older an unemployed individual is, the longer it is going to take 
th^t individual to reenter the labor force. . ^ 

In 'surveying employers involvi^d in this studj^they blat^tly 
adraitted that they put age stipulations on job orders an^^hey 
didn't want applicants over the age of 45. They could easily do that 
because tl^ere' was no la\y to prevent the practice except a ffew 
State statutes. Congre^ then legislated the Age Discrimination in 
Employment Act in 1967. In essence the law prohibited age dis-' 
crimination -in hiring, promotion, and job transfer, and all the 
terms, conditions, and privileges of" employment. Buj^ then a 
number of exceptions developed. 

First of all there was a limit from age 40 to age 65 and maybe 
that w^ what the' Nation was able to accept that we would prohib- 
it some discrimination and discriminate, if yqu will. 
^ Section 4(0(1) which allows an employer to refuse to hire and 
allows an enipl(5y«r to terminate an individual if age constitutes 
"^hat i» called a J^na fide occupational qualification— BFOQ—tKat 
is, if an individual is judged by an employer because of age to be 
incapable of meeting certain job demands. Therefore, they don't 
have to be hired or if an incumbent can't hack it any more and in 
a strenuously demanding job, then the individual can be terminat- 
ed or forced int^retirement. 

Congress gave* the employer community ^ two-edged sword to 
discriminate. What I think happened, as we look at the history of 
the litigation, was a .self-fuJfiUing expectation — that judgments 
were made in certain occup^Mons such as police, firemen, or'pilots, 
for example, or any job that allegedly had physical demftids that 
age became an ;^utomattc surrogate for excluding the individual. 
All the litigation in this area has been detrimental, for- the most 
(bart, to older workers. 

The first case was the infamous Greyhound Bus case. Greyliound 
had, and still Has, the policy of not hiring workers over 35. The 
case was litigated against gljeyhound and Greyhound won in tne 
Qourts. The issue was not resolved on the ability of an individual 
aged 35, 45, 55, or 60. Greyhound admitted that the older bus- 
drivers had the better safety records. When an Accident occurred 
on.the highway the older busdriver could get out and calm things 
down; he had learned by experience. But no individual over 35 'was 
hired,, not to speak of 40, 6r no one would retain an individual 
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beyond age 65 because it was assuriteSHhaLthe individual would 
not be able to perform that job. ' 

The same thing holds true for, the pilot. I hear people complain 
that we better not let any pilot fly who is over 60. Would you 
, permit a pilot to fly if he were 80? My ans^yer i^ I don't know 
about an 80-year-old but maybe a 62-year-old or a 65-year-old might 
not be too bad. - ^ 

That is not the only problem with this act Many of tlie cases 
that are being litigated, again revolve around this issue of'perform- 
ance appraisal, where the jobs involving older workers are not 
physically demanding but, where a so-called BFOQ exclusionaijy 
rule of performance standards can play thleskme role. That is, if 
management looks at an older worker and decideib he or she is hot 
carrying his weight, then they will introduce a practice that will 
either demote this individual or terminate \hem on tlA basis of 
performance standards? Many of these standards are ill-defined and 
subjective. The battles in the courts have- upheld employer judg- 
jnent that they know what the demands of the jobs are and what 
the performance qualifications ought to be. On the other hand, the 
courts have ruled against purely*%ubjective application of perform- 
ance standards but it is by no means clean or clear. 

What the litigation is suggesting is that Congress has to' ^pok 
over what it put in motion and reSlly consider a drawing,up'of a 
whole new Age Discrimination and Einployment Act, not just rais- 
ing mandatory retirement. What the older Worker seenjs.to have^is 
half a loaf You canilof discriminate against a black because he 8r 
she is a little black, you cannot discriminate againat a Chicano 
because he is a little bit Spanish and you cannot discriminate 
against an individual because he is a little Catholic, a little Protes- 
tant, or a little Jewish. But you can discriminate against an indi- 
vidual because he or she is a little old. 

The courts have tended to lean toward the employer*^ figuring 
that they are «iot management experts. I think that older workers 
are really getting the* shaft *under this^ discrimination law and I 
think it needs a whole new dimension. 

In summing it up, I would like to just repeat what a Federal 
district cpurt iudge said about the Age Discrimination in Employ- 
ment Act and the way it is applied now. This was based o#a 
decision involving WestingKouse Corp.'oa a charge of age discrimi- 
nation. The Federal judge stated' in part: 

An age-related BFOQ, the bfona fide occupational qualification clause and rules, 
permits an employer to admit that he had aiscriminated on the basis of age but to 
avoid any penalty, l>ecause the establishment of a BFOQ relating to age justifies an 
employer's violation of the heart of the ADEA, allowing him to apply a generally 
exclusionary rule lo otherwise statutoriahprotected individuals solely on the basis of 
class membership. 

When a F^eral judge says that thq act itself permits an employ- 
er to exercise an action wnich is a violation of the heart of the law 
itself, I think it^ is really time for Congress to take a close look. 

In concluding, I woujji like to simply note-what a friend of mine 
in the corporate community once sfilid. He said that age discrimina- 
tion, this ADEA and older workers in the 1980's constitute a sleep- 
ing giant. We dori't want- to goUirough what we had to do with 
blacks and with women in pursuit of civil rights and equal pay and 
other kinds of things. My feeling is that the employer-community 
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learned and should avoid the adver§ary\;elationships^ that will 
arise between them and older workers as time goes on. By then the 
issue can be decided rfnd resolved in a positive way. I hope this wifr 
happen in the coming years. - 
Thank you very much. 
V Senator CmLSs^ Than^ vou, Mr. iBatten. Your preg^kred state- - 
x^ent will be inserted into the record at thi^ point. ^ 
\ [The prepared statement of Mr. Batten follows:] 

Prkpaucd Statkmknt or Michael D. Batten 

Mr^^Chainnan and distinguished members of the confinittee» my name .is Michael 
Batten and I am an independent consultant to industry and Government on employ- 
ment and* retirement policies affecting both management and older workers. In this 
capacity Tve had ^e opportuni^ to deal directljr with personnel systems and 
functions which imiwct on hiring, retention, retraining, performance evaluation, 
termination, and retirement of older workers. Tve also had the experience of serv- 
ing as an expert witness in age discrimination cases before Federca district courts. 

My statement wil) cover two-basic themes. First, the problem*of age discrimina- 
tion in emplosonent is severe and constitutes one of^e largest obstacles to older 
workers seeking jobs or thos^ wishing^toTemain in tnl work force. Second, employ- 
ere^and legislators can learn important lessons from litigation under the Age ' 
JOiscrimination in Emi)loyment Act (ADEA) and thereby develop more positive 
policies ^ and practices m dealing With older workers over the coming years. In 
developing these themes, this testimony will %xamine the ADEA* and some major 
cases that have arisen und^f the statute. This is a practical approach which. I feel, J 
will fit in well with and supplement other testimony presented at these hearinM^ 

L GENERAL ISBtJES ON AGE, EMPLOYMENT, AND REnREMENT T X 



Thj& conunittee has heard, and will continue to hear, that changing age profiles 




time there may well be -fewer younger worlrers in the labor force to support the 
large, older poup living in a full retirement status. Jhe sheer weight of older 
persons in the population, plus economic factors, may c3use us to ' rethink the 
concepta-of work and retirement for this group. But such rethinking may not come 
about until thft oroblem is actually with as m 10 to 20 years down the line. 
^ The committee has beard, and will continue to hear, that age, of itself, is no rc^ 
ob^acle to continued employment of older persons into the uite sixties, seventies, 
and beyond. Studies indicate that able, older workers are as productive' as their 
younger counterparts, are< capable physically and iientally of meeting a wide vari- 
®^ L JSP "^J^^w^cludin* the learning demands lissociated with different types of 
work. The older person, objectively viewed, appears to be a resource for his or her 
own independence as well- as a contributor to the economy .and society at large^lTus 
conbrayenes^the stereotypes that many hold on older persons and older workers. 

The committee has hecund,Tahd will continue to hear, that the Nation's retirement 
mccwoe reeources^pensions and social 8ecurity--are finite and th^ given^an ex- 
panding* longer living older population, both syste^is may face Bcreasing str^* 
over the conung decades. Eipplqyment alternatives to retirement, then, present 
'ways to^ alleviate such nttem and ways to extend the contributions of a vital human 
resourco^the older woncer. ' - . ' 

.The committee has beard, and will continue to hear, that certain employers have, * 
and ate developing, policies and practices which facilitate hiring. and retention 
opportunities for older woricelfB. However limited and scattered these practices are 
throu^out the broader employer community, they olter precedents on which ex- 
tended employmmt polide* and practkes can build. J 

But whg± the committee has not httrd much about is Ihfe cohtinning civil rights - 
■s^nufgle of older worim to adiieve ftul and equal- employment opportunities such 
as those gained by minority poup ^kers over the past 15 years. This is a day-to- 
. day issue and stnijo^e which is lUidtrated by both the growing numbers of com- 
plakts of age discrimination filed with the Equal Employment Opportunity Com- 
nussion and the cowing number of ADEA cases being litigated in the courts. Thu5, 
while tbm are long-range considerations involved in the reassessment of employ- 
ment and retirement polid^ for older individuals, there are immediate issues' 
which both Congress and the employer had better pay attention to. . 
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n. AGE DISCI^IMINATION IN EMPLOYMENT 

VHere are as many explanations for the perniciotts phenomenon of age discrimina- 
tion in employment, as there are for any c^er type of job bias against any otKer 
group In the case of age, however, one effort to document and describe this type of 
discrimination stands out. Title VII of the Civil Righta Act of 1964 laid down a ' 
number of employment safeguards for blacks, wdmen, Chicanos, and individuals of 
other minoritj^ status It offered no protections for persons based on age Instead, it 
directed the Secretary qf Labor to conduct a study to determine the existence and 
extent of age discrimination in employment and to make recommendations to the 
Congress The report, perhaps the mosL extfensivq of its kind, was submitted to 
Congress in 1965 • Major findings include the following: 

Unemployed older workers actively 'seeking werk suffer substantially longer 
periods 'of joble;^sness than do their younger counterparts. This isut documented 
and long-standing pattern (whieK still exists) and can be attributed, in part, to a 
lack of job^king skills on the part of older workers. It can also be attributed 
to systemic age discrimination practiced by many employers. 

Many employers utilizing the services of the U.S. Employjnent Service will 
specify that thev want no individuals referred to them for jobs wha are-over age 
45~not to speak of workers beyond that age. This also has been a long-standing 
trend— there being no major Federal statute to prevent such age stipulations. 

Many employers interviewed over the course of the study- stated-openly that 
they, felt older workers were less productive than younger workers, could not 
adapt to changing job requirements, and were too costly to hire in terms of 
higher wage/s^Jary demands and employee benefit costs. 
In response to this^tudy and extensive hearings held on the topiq of age discrimi- * 
nation, Congress passedlhe Age Discrimination in Emf^oyment Act of 1967. The act 

• js most popularly known for the recent rise in mandatory retirement age from 65 to 
70 which occurred through the 1978 amendments to the ADEA.» But the purposes 
and provisions of the ADEA reach far beyond that. It is appropl:iate here to review ' 
the major features of tlje statute. ^ • - 

' 111. THE AGE DISCRIMINATION Iff EMPfeWftilENT ACT, AS AMENDED' 

The purpose of the ADEA reads as follows: **It is therefore the purpose of thi^act- 
Ux promote employment of older person? base4 on their ability rather than a^; to 
prohibit arbitrary age 'discrimination in employment, to help employers and work- ^ 
ers find ways of meeting prpblems arising ^from the impact of age on employment." 

As can be noted, two directives in the statute call for positive and educational 
efforts -to promote older worker employment. One, directive relates to prohibitions. 
Even before the iist of prohibitions, the act in section 3(a)*lay8 out a series of 
educational and research programs to be un^iertaken in order to achieve the positive 
ends of the l^w. Regrettably, , no such program, focused on educating employers on 
older \yorker abilities, has ever been developed or undertaken. 

Section 4(a> of the statute spells out the prohibitions— which are similar to those 
pronded by title VII of the Civil Rights Act. Thus, the ADEA, as amended, makes it 
illegal for en1|?loyers: To^fail or refuse to hire or discharge any individual or 
otherwise discnminate against any individual with respect to his con^pehsation, 
terms, conditions, or privileges of employment because of such indiyidual's age." 

-The law also prohibits discrimination on the part of labor unions to exclude older 
workers from membership or limit theqi in various rights of membership. Employ- " 
ment agencies may no longer stipulate age as a requirement for job referral or 
legally 'accept 3ge stipulations ^n job orders. Nor^ may emfployers i)r employment 

• agencies advertise in a manner which would limit job applications and subsequent 
placement for older persons. 

As amended, the act protects individuals between ages 40 and 70. The statute 

• covers public*'and private employers of more than 20 workers aYid labor organiza- 
tions of more than 25 members. 

BuU as is the case yvith many r^fulatoiy laws, there ^are exceptions. Thus, in the 
ADEA, section (f), as amended, reaas as follows: 

if) It shall hot be unlawful for ai) employer, employment agency, or labor oreani- 
zation — . ' . 

(1) To take any afftion otherwise prohibited under subsection (a), (b),. (c), pr (e> ' 
of this section, where age is a- bona fide occupational qualification reasonably 



' ^ § ;JteDartnient of Labor, 'TJie Older American Worker: Age Discrimination in Employ- 
ment, WMhington^D.C, 1965 ♦ 
« 29 U SC. 621. et seq., 92 3tat. 189 (1978) . "* 
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necesBaiy to the nomud operation of the particular business, or where the 
differentiati<m is based on reasonable factoifs other than age; 
, (2) To observe the terms of a bona fide seniority system or any bona fide 
empkoree benefit plan such as a retirement, pension, or insurance plan, which 
is not a subterfuge to evade the purposes of this act, except that no such 
employee benefit plan shall excuse the failure to hire any individual, and no 
such seniority iiystem or emplojree benefit plan shall require or permit the 
involuntary retix)ement of anjr individual specified by section 12(a) of this act 
because of tbft age of q^ich individual; or ' 
i (3) Discharge or otherwise discipline an individual for ^ood cause. , 
It shoulfl be noted that the 1978 amtodments also permitted compulsory retire- 
ment at age' 65 of certain business executives and policsnnakers whern such individ- 
uals are entitled to a pension of at least $27,000 per year. In addition, tenured 
faculty at institutions or higher learning can be retiied at age^65 up to Julv 1, 1982. 

What older woricers seem to have in the ADEA is something like half-a-loaf of 
wortrelated civil ri^ts protections. It is as if Congress is unsure of the protectipns 
passed and bad to qualify them. There is certainly no comparison to the ADEA 
protections and excepdoos to those, in title VIL An employer cannot discriminate 
against a person because he cmt she is a little black or is a little bit Chicane or 
somewhat Catholics Protestant, or Jewish. But for older workers Uie matter is 
mixed. A look at the litigation luder the act will underscore the ambiguity of its 
protections. 

• ** • 

IV. SKUCTKD UTIGATXON UNOBH THK ADBA 

There were three nuyor lines of age -discrimination cases that developed" fairly 
quickly under the statute. The first involved the bona fide occupational qualification 
clause of section 4(fXl) or the BFOQ. The second iilVolved the range of personnel 
functions affecting older woricers— including refusal to promote, promems with eaui- 
table salary arrangements, and termination for a variety of causes. ICev to this hne 
of cases are peribrmaQoe evaluation criteria and how they were applied. A third 
stream of cases involved involuntary retiranent as a condition for membership in a 
bona fide pei^on plan. The 1978 amendments have effectively prevented such . 
actions so tne sul^ect will not be treated h^re. To^be siure, there are many shades of 
age discrimination cases, but the two categories mentioned above will serve for the 
present discussiim. y 

A> The bona fide occupatioTud quatification (BFOQ) norm for hiring and retirement 
Onrof the first majftr ADEA cases to reach the courts was Hodgsony, Greyhound 
Bui Linee, Inc.* The case involved a challenge to Greyhound^ long-established 
practice of refusing to hire individuals over age 35 for the position of driver. The 
rationale for this policy was based on the assumption that older or notrsoold 
persons could.not^meet strenuous demands of ''extra board'' driving assign- 
ments. By seniority practice, newly hired drivers had to take assi^ilments mvolvuig 
erratic ane) long hours, at night and under severe weather conditions. Th^ older the 
driver was» the more susceptable he was to 'strain, fatigue, -and reduced, proficiency 
as a result of the former. In summary, such a person constituted A>M£ety risk. 
Furthermore, the company contended that the older applicant would be more diffi- ~ 
cult to train, take longer, and as a result, cause the /x>mpany to incur higher costs. 
Exclusion of older drivers was also based on economic as well as safety factors. 

The Federal district court ruled against Greyhotmd, stating that the company had * 
not demonstrated that a ini^)ority of over 3o-year-old8 could not meet the 'vextra 
board" job requirements. A general •rule of all or nearly all" applicants being 
unacceptable op the basis age did not apply. The court of appeals, however, 
reversed the decision stating that the company need only demonstrate rationally 
that a minimal risk of harm to others V»uld result from hiring the older applicants. 
By refusing to hear the case, the Supreme Court, in effect, upheld the ruling ifii 
' favor of Greyhound. 

In a way, the case resulted in.the honing of one edge of a two-edged sword which . 
cuts into qld^;m>rker employment opportunity. One edge allows refusal to hire, the 
other f orce e t<tijtoent Selected cases are ihstiructive. 

In Houghton v. McDonjuilDougfae^ Inc* A 62-year-old -production test pilot was 
grounded on the bans of his age. He sued the company under the ADEA and there 
developed what amounted to one of the most comprehensively litigated cases involv"- 



•ffcdgm V. Greyhound Bub Linea, Inc, 499 P. 2d 859 (7th Cir. 1974) cert denied, Brennan v. 



Oreyhound Sue Litm, Inc. 419 VS. WZL 
^HougfUon V. McDonnell Douglae CorjK. 533 P. 2d 581 (8th Cir. 1977) cert denied, McDonnell 
^ Dougla$Corp.r.BoughtofK&iliS.M{im) 
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ing physiological evidence related to age and job requirements The company sought 
to use the BFOQ as its defense in th^ most general sense. That is, it claimed that 
Houghton was in an age group which tendered, generally, to encounter suddenly 
disabling events (eg cardiac arrest) more frequently than other, younger groups 
and, therefore, constituted a safety risk which amount^ to interference with the 
business of the company — the production, testing, and selfing of aircraft. 

The Government, which took up Houghton's case, introduced massive evidence 
which showed that pilots and test pitots in Houghton's age group — as opposed to the 
general population— encountered such events so infrequently as to be statistically 
insignificant, The court rulings were as, follows, The Federal district court ruled for 
McDonnell, but was reversed by the appellate court. The U.S. Supreme Court 
reiused to hear the case and rei^anded it back to the original district court. The 
district court judge simply reinstated his original ruling against Houghton, The 
EEOC is appealing that action. Whatever the course of these interesting legalities, 
Houghton is still out of a job and has received no damage award. 

This type of case constitutes the second edge of the BFO^ sword— the use of age 
as a surrogate for mandatory retiren^^nt well before the limit set by the ADEA. 

A Federal judge has summed up the BFOQ function well "An age-related BFOQ 
permits an employer to admit that he has discriminated on the basis of age, but to 
avoid any penalty. Bgtablishment of a BFOQ relating to age justifies an employer's * 
violation of the heart of the ADEA, (emphasis added) allowing him to apply a 
generally exclusionary rule to otherwise statutorily protected individuals solely on 
the basis of class membership," » - ^ ^ 

Age exclusions go beyond the ADEA and the spirit of the BFOQ sword has been 
sanctioned by the U,S. Supreme Court. In a series of constitutional cases* relating 
to Federal and State laws which require retirement as early as ages 60 and 50, the 
Court has simply refused to apply the rule of "close scrutiny" as to possible constitu- 
tional violations. The age exclusions, involving forced retirement, were held to be 
rational and not in violation of the equal protection provisions of the fifth and 14th 
amendments i 

This is unfortunate, because in all major occupations involving stress, public 
safety or other unusual features, most employer organizations require fairly rigor- 
ous physical examination for applicants as well as incumbents. Thus, pilots, police, 
air traffic controllers, firemen, etc., have to meet specific phy^cal condition criteria 
related to their jobs This is wbere individual assessments can be made and the 
general discriminatory rule of age avoided. 

The/BEOC is no^^ considering a numbet* of legal challenges to both hiring and 
retirement 'rules based on the BFOQ. Most of the pending cases involve police and 
firemen. This is at least an indication that some older workers have not given up on 
their civil rights options under the^ADEA. The committee should fpllow the E£OC 
actions cl<^Ty as it considers the need to eliminate or rectify 'section 4(f)(1) of the 
ADEA, 

B. Age factors and the terms, conditions, and privileges of employment > 

The EEOC recently filed suit against Con Edison— New York City'^ utility compa« 
ny. About 140 older workers had been terminated as a result of a company reduc-^ 
tion-in-force (RIF) procedure brougljt about *by economic factors. The company 
claimed that the separation of the older workers was based on their inferior job 
-performance, record and not on age. The older workers claimed just the opposite — 
that the company let them go because of age and the fact that due to length of 
service they were at the higher salary and wage levels. Their job performance, they 
claimed, had nothing io do with the KlF. This will be' the focal point of the 
argument when the case goes to trial. It is not an issue without precedent. 

Generally Speaking, management cannot admit that age, of itself, plays a central 
role in personnel decisionmaking which adversely affects older wockers— with the 
exception prthe BFO^ issue discussed earlier. In several instances, employers have 
put forwarirthe inferior performance ^s^ment as the. rationale for terminating, 
refusing to promote, or downgrading olaer workers. The underlying assunjjtion 



• Marshall v Westmghouse Electric Gorp, ^76 F. 2d 588, 591 {5th Cir. 1978) 

• Massachusetts Board of Retirement v Murgia, 427 '11,5 307 (1976) ThiB case involved a State 
law requiring the retirement of uniformed State troopers at age 50 Despite Murgia'8 proven 

\ record and ability, the Supreme Court denied access to the equal protection clause of the 14th 
amendment The court simply dented that a serious constitutional issue existed in the forced 
retirement of Murgia Vance v Bradley 440 US 93 (1979) This case involved the forced 
retirement of foreign service workers at age 60 Again, iY^ Court denied that the issue amount- 
ed to a.senous- constitutional issue Since Congress set the rule of retirement, it was up to 
Congress to change it. 
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appears to be that <»rtam older, Iong4enn employees, after years of service become 
poor Derformers. Several ADEA cases are pertinent 

In Mistretta v. Sandia Laboratories, Inc,^ over 200 senior high-technology workers v 
were terminated throu^ a RIP procedure. The company claimed that these workere 
were less productive and were separated on that basis. Further examination, howev- 
er, revealed that the. company had only the. most general kinds of criteria on which 
to assess pnxreas or lack thereof for the woricers in question. The older workers 
^were selected for the RIF by supervisors and higher management made the iinal 
decisions as to who would go or stay. 

The Federal district court ruled that the whole process was highly subjective and 
that after analysis of the evidence determined that Sandia had eng^ed in a "pat- 
tern and oractipe" of age discrimination regarding the termination of workers aged 
52 through 64. The other workers may have encountered discrimination, but this 
would have to be determined on a case-bv-case basis. The overall statistics did not 
prove discrimination against the 40- to 52-yearolds— but^that did not rule out the 
possibility. . ^ 

hi developing the case, Govwdment attorneys investigated every m^jor personnel 
function in the Sandia organizaticHL That |s, in the "search and discoverV^ phase of 
the case, the Government requested and received age-related data on hirmg, promo- 
tions, salary administration, training and development, retirement policies— as well 
as infonnation pertaining to the RIF procedures on which the actual charges of age 
discrimination were based. In summary, the Government conducted an age-audit of 
ther company's entire personnel operation. 

Theoe types of investigations are not unconunon jinder title VII cases involving 
race or sex discrimination. But this is the first time such an extensive investigation 
had been conducted on the basis of age discrimination. It will not be the 1^ The 
EEOC will apphr such systematic investigation to the Con Edison case mentioned 



earlier. In anouer penc&ng case against Phillips Petroleum, involving a RIF and 
older worker downgrade situati<m smiilar to that in Sandia, the EEOC will continue 
an extensive and sj^stematic investigation of this case which it inherited from the^ 
U^. Department of Labor when jurisdiction for the ADEA changed h^Qids last July. 
The case involves over 460 older p^inti£fo filing charges of age discrimination. 

There are numy more ADEA cases that could be discUssed.^Some of these have 
been won by older woriier plaintififo, snne defendant employers. But we should 
not be interested in a wxm-loss scora on ADEA cases. Instead, employers and, the 
committee should be concerned with the underlying causes of age discrimination in 
employraBi^ and ways in which these can be eliminated. 

IV. ICANAOkUXNT 1BB0N8.T0 LXAKNlfo FROM AOKA CASES ^ , 

One^of the reasons that ADEA cases arise4n the first place is that employers fail 
to percehre that age is, b^^icaUy, jost one of many human resourd^ factors that can 
be managed in a positive and productive manner. It seems strange, indeed, that it 
takes a lawsuit to bring about an ffrtensivg^jge analysis of a company work force. 
Management should have oondictM sudi an aialysis long ago-certainly prior to 
makiiig personnel decisions ^4|ich would afi^iaige numbers of older employees. 

What follows is a summaxy of majpr lessons Management and employers can 
learn from ADEA cases. It is limited* because thii is not the forum for a.technical 
treatment of the subject The oonmiitt^ however, and employers, can readily see 
the nu^ points. * 

AConduet an agg audit of the woHi force 

Since'age is a universal -variable, all empAmrs, from top to bottom', have one. 
Alanagement can, based careful oi^snisation of internal age data, note any 
i mb alances that may show up in various units or occupational lines. With planning 
leadtime, more apfvopriate age distributions— which F^eral courts allow— can be 
developed. This is not only good human resource management, but tends to avoid 
and prevent problems of age discrimination. 

A Review all nuyor permrmel fiincttone, ooer a period ^of time^jfi^mti^ comparative 
age pertpecHve jT ^ 

Managers should know how many woricers over 40, 50, aad 60/ have applied for 
Jobs joven each c/i the last 3 veani ixA how. many were hitj^jl. If comparatively few 
ol4er wt$rkers were hired this could qpell trouble. With careful analysis, the situa* 
tiott can be omrected. The same analj;^!— suggested by the Mistrctta case— should 
M oondiKted in the areas of promotioncl^ groups, salary administration, .train- 
ing andwvelopment, perfbnnanoe evaluation rating terminations and retirement 



^Mistrttia v. Sandia Laboratorim, /iic, J5 P.KJ>. Cmm 1090 (D. N. Mex.y 1577). 
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In short, preventive medidne, taken by management, can avoid trouble and help 
, ' develop a productive older worker force in addition to other age groups. 

C Examine job descriptions, qualification .statements^ and perfonKance appraisal 
systems from an age viewpoint 

.No one expects, least of all the courts, that employers sl^ould hire or retain 
workers of any age who cannot meet job qualifications of performance standards. 
Those qualifications and standards, however, must be clearly defined and communi- 
cated to workers and supervisors as well as being job related As the law stands 
now, employers can exclude older workers from certain positions on the basis of the 
6F0Q. The burden of establ^hing the BgOQ'lies on the employer. Fewer older 
workers, it appears, are willing to accept age exclusions. 

The same holds true for performance appraisal systems. Any company which 
retains workers over many years and then, suddenly, tells them they are marginal 
or substandard performers is simply asking for trouble. Even if the individual 
worker is below standard, the situation should be well documented before any 
adverse action is taken. TiUe VII standards apply equally to the ADEA. The positive 
side of the approach is that early detection of problems facing older workers can be 
rectified by retraining, job reassignin^nt, counseling, or combinations of these. Posi- 
tive human resource management for older workers should be employer policy. 

Z). Review retirement and early retirement policies. Develop alternatives to retirement 
A worker in his or her fif^es can look forward to 20 or more years of erbploy- 
ment— all things being equal, such as health, ability, and interest in staying on the 
job. Oftentimes, however, employers expect oldfer workers to tdke early retirement 
options or to leave at the soncalled normal retirement retirement age of €5. This 
may, at present, be a sort of self-fulHlUng expectation. Employers expect older 
workers to leave. Being expected to go, older workers may well chose retire&ent 
Given the raised mandatory retirement age, plus inflation and energy costs, all this 
mav change. Employers should review retirement policies fjong with retirement 
and early retirement rate^ to assure that older workers mlik<^ such decision volun- 
tarily. Any policies or practices .which directly or indirectly force retirement deci- 
sions on older workers are suspect ^ 
The positive side of retirement policy is to expand it Automatic retirement, for a 
^ variety of reasons, ishecoming a policy of the past Older workers represent^ a rich 
store of skill and cp)erience. Sudden cutoff from such resources simply doesn't 
^ make good management sense. Companies are beginning to ex|:teriment with phased 
retirement, part^ime work, spedal task assignments, and^flexitime schedules as 
means to retain and apply the skills of older workers beyond th^ normal retirement 
age. If managed Well, this approach meets older worker needs -and the continuing 
needs of production. • ^ 

V. CONCLUSION 

The committee and employers should realize that older worker policies over the 
coming years will develop along two mi^or lines. The best case is that mey develop 
as part of overall human resource management polici es. If this happens, then we 
caq expect a^decrease in litigation under the ADEATIF such policies do not develop, 
then the action will shift toward the Federal courts. Hopefully^ employers will have 
learned the lessons of dealing with other minority group workers under title VII of 
the Civil Rights Act. ^ 

But none of us can afford to kid ourselves on Uie older worker issue»^ First it 
simply won't go away. S^nd, older workers are becoming more sophisticated and 
are quite capable of spearheading their own civil rights-^fpe n^oxement They arfi 
Ubginning to see age bias for what it a violation of law ahd a waste of their own 
human resources. * ^ 1 

One ctfpqraie ofHcial experienced with many EEO cases'over the years refers to 
old^r woMcers and the ADEA as the "sleeping giant" of the 1980's. It will be 
regrettable if the*gi^t awakens and moves toward the costly and time^onsuming 
path of ADEA litigation— all the more so, since employers and managers have Uie 
means— positive policies for older workers— to prevent that from happening. 

Thank you very much. I will be pleased to respond to any 'questions you jnay 
have. ' * » 

Senator Chiles. Mr. Rosow. 
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STATEMENT OF JEROME M. ROSOW, SCARSIhlLE, N.Y., 
PRESIDENT, WORK IN AMERICA INSTITUTE, INC. 

Mr. R06OW. Thank you, Mr. Chairman. 
. • I have been privil^ed to be asked to participate in this panel of 
experts on older workers. I come to this hearing with early infor- 
mation on a report completed by the Work in America Institute 
entitled "The Future of Qlder Workers in America." The report is 
really a two-part document One is a policy study with mcgor 
V recommendations for Government, unions, and employers and has 
the endorsement of our tripartite board of directors. The other is a 
companion casebook on practices in effect in Americfui industry, 
which will be published in July of this year under the title, "Young 
Programs for Older Workers." 

I have been asked bj^ the committee staff to concentrate on the 
casebook and I am happy to do that, Mr. Chairman. I request your 
permission to plac^ into the record two statements, of testimony, 
that I have suomitted to the committee. One deals with the^asic 
policies of the report, some of which have been segr^ated out for 
the attention of the committee. Those are the recommendations 
^■p^ocused on Government and requiring the attention of Congress. 
The second statement, prepa^ at the request of your staff, deals 
- with the casebook gnd attempts to highlight the casebook. ' ' 

Senator CmLES. BSHtnoC^rour statements Mdll be included in the 
record* / ' ♦ 

Mr, Roeow. Thank you,. Mr, Chairman. As an introduction I 
would lik0 to sav that come what may, employers in the 1980's will 
have millions of older workers on theiS: payroll arid they will want 
to and will have to (leal with them in ways that enhance productiv- 
ity and the quality of working life. That will necessitate rethinking 
and reshaping present policies and practices, with a view to 
m aki ng the •w:orkplace better, not for older worl^ers alone. But for 
the entire work force. 

There are a few underlying principles in our report which I 
think are pertinent in conneddoir with the .case studies. 
' First, that the extension of working life socially and, in many . 
cais^, individually desirable; but it should come about by individual 
choice, not by coercion. 

Second, that the value of a worker to the employer, can only be 
ju^ed oi\ the merits, not by chronological age. * 

Third, that a healthy'%mployee at age 50 should be regarded as 
having a potential 20 productive working years ahead. 

Fourth, that it. is in the employer's self-interest to sustain the 
motivation and productivity of any employee who continues work- 
ingbeyond the normal age of retirement. > 
These principles lead to three'iiroad recommendations: 
First, an older WK)rker should be offered opportunities as attrac- 
tive as those offered to any other worker of similar competence, 
vigor, and ambition. 

Sea>nd,«that age neutrality should be designed into the critical 
personnel policies: Hiring and separation, pay and Knefits, per- 
formance appraisal, career counseling, preretirement counlSehng, 
and training and development. 
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Third,, that many new options for the extension of working life 
which will mak6 older employees more valuable to the employer 
deserve consideration and also madce the j<ib more desirable to the 
employee^ These options— which are treated in some depth in our 
report, and are illustrated by and based on real cases now in effect 
in American industry, not sufficient in number but quite impres- 
sive in character—relate to the redesign of work schedules, the 
redesign of jobs, transfer and reassignment, reassignment with 
lesser responsibilities, characteristically designated by the oppro- 
brious term of demotion, work and education combinations, part- 
time work, phased retirement, recall of annuitants, second careers, 
small business opportunities, and outplacement. 

I would like to turn from these broad principles to the casebook 
itself. In launching our report recently, a questionnaire was sent to 
1,300 major corporations in tho/United States, asking them if they 
had any definitive policies or practices or illustrations of what they 
were doing relative to older workers in the areas of hiring and 
firing, employing annuitants, flexible work schedules, permanent 
part-time wprk, job sharing, redesign of jobs, demotion, retraining, i 
continuing education, educational leaves and sabbaticals, second 
careers, performance evaluation, salary and pay practices, and 
benefits. 

B Ninety-one companies responded, for a return ^of 7 percent. Work 
in America Institute consultants and staff, as well as members of 
the policy study's national advisory committee, pr6vided additional 
lead^. Marc Rosenblum and Harold Lt Sheppard graciously sup- 
plied' their list of 43 companies. In all, more than 170 organizations 
provided the data base for this project. The final 69 case studies 
represejxt^^ cross-section of what industry anj^ Government are 
, dsu«g"m tne older worker area. • * 

The universe represented here is quite substantial because the 69 
organizations contain a total population in excess of 2.5 million 
employees. I suspect that number As on the low side because if you 
just take the telephone company alone there are 1 million people 
represented by some- of their policies. 

The casebook is^rganized into six areas and I will touch lightlv 
on each area, Mr. Chairman, and illustrate the companies in each 
area. 

% First are the new work arrangements. There are three aspects of ^ 
new work arrangements. These include part-time work, phased 
retirement, and second career training. These three new wx)rking 
arrangements are responding to changes in the economy and to the 
aging of the labor force. 
In part-time employment we report six major case studies applv- 
" ing to older workers, including: Northern Natural Gas Co., Macy s, 
Woodward & Lothrop, and Bullocks Department Stores, the Toro 
Co., San Francisco Unified School District, and Wichita Public 
Schools. 

"l want to comment particularly on one fascinating case that is *^ 
highly original with wide potential for adaptation, namely the 
California and Kansas experiments, that deal With the shrinking 
profession of teaching. These States have made a substantial break- 
through in work sharing bv changing pension rules and allowing 
older teachers to collect their full pensions while working part 
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time, thus opening opportunities for the employment of younger 
teachers and rebalancing the age mix of the educational establish- 
' ment. I think this particular experiment is now being emulated by 
four other States and, shows wide promise for other sectors of the 
economy. 

Jn phased retirement, a few private sector companies are flirting 
with phased retirement. Here the problem is finding a way for 
' employees to reduce their working life gradually without decreas- 
ing pension benefits. -As a wave of the future this is a problem 
searching earnestly for a solution. We did find four attractive case' 
studies on phased retirement: the Wrigley Co., Towle Silver Co., 
. New England Mutual Life Insurance Co., and Gordon E. McCallum 
& Engineering Service. 

It is interesting that in the recent settlement of the Internation- 
al Harvester strike, which was reported in the press the last few 
days, the controversial issue that locked up Harvester had to 'do 
with compulsory overtime. The solution reported by Harvester 
stated that one of the options now made available to the company 
with the permission of the UAW was to recall annuitamts to per- 
fcftro so-called overtime work which the regular workers were re- 
fusing. This is another aspect of opening job opportunities for 
annuitants. 

In second careers we see an option which could extend working 
life through a . series of contiguous careers. These programs, of 
course, require excellent planning and a close tie to labor market 
needs. One remarkable case study reports a failure in the instance^ 
of the air trafficeontroUers, many of whom retire early because of 
the high stress of thei^ work and who seek second careers. The 
Civil Aeronautics Board has invested a lot in this program but the 
^ program went awry. 

'ffiere are five important case studies on second careers: IBM, 
New Career Opportunities, Inc., the Air Traffic Controllers, Aero- 
space Corm, an^ Yale University. 

A fourtir aspect is what we cfdl job redesign. This is^'an area with 
great potential but onlyjDne case is reported, the Tektronix Corp. I 
think it" is an area of great potential, fitting in with many of the 
things that Dr. Schaie said in his remarks about tl>e designing of 
work to deal with the changing character of the older worker. 

Reentry workers, the fifth part of the book, deals with won^en 
who left the work force to raise families and have now returned to 
work. This deals with Government programs designed to help 
women toward economic, independence. We know the displaced 
homemaker* programs are a response to the social and economic 
dislocation caused' by the high divorce rate. Since estimates put thfe 
number of displaced homemakers at the 4 million mark, these 
efforts represent onh a bepnning. The programs we have reported 
, incite: New York State displaced homemaker program; Center for 
Conmuing Education for Women, Valencia Community College, 
Orlando, Fla.; The Maryland Center for Displaced Homemakers: 
and Project Reentry of the Career and Volunteer Service, Civil 
Center and Clearing House, Inc., Boston. 

Ne?t we report On -secondary organizations which help dlder 
workers find jobs. The Tact that many annuitants desire employ- 
ment is no longer open to question and with the high level of 
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inflation wcJ^Yi aiiticipate-ihat that pressure will increase. Jhe^ 
Harris-poll ori979 showed tlfet 45 percent of retirees surveyed said 
they woujd prefer to be, working. Employers -who hire older work- 
ers and annuitfints are increasingly pleaded with theii* reliability 
and performance. ^ • ' . 

One .n?w ^nd exciting case relates to ah organization in San 
Mateo> Cali^ called Job Finders, Jnc, which has a 3-w^k intensive 
job search training program linked to tKe CETA legislation and has 
had a 95-{)ercent placement rate for participants over age 5u who 
have attended the workshop. Eighty-one percent of those people* 
have refined their jobs for at least 6 months. The other cases 
include; Second careers program; Mature Temps; Older Americans 
Employment and Training Cei\ter; Senior Personnel Employment 
^ Coun/il of Westchester, and Retirement Jobs, Inc. 

The fourth aspect deals with redeplovment. That is the involun- 
tary movement of workers because of changing economic and tech- 
nc^Iogical -conditions. We have seen the tremendous burst in the 
last* few vears in the soK^Ued outplacement of executives, counsel- 
ing people to find a job with another employer, .which eases the 
trauma of separation. In spite of severe problems which accompany 
, job loss, the statistics from a number of studies have shown Very 
* effective results. 

. I am running out of time so I wonit discuss all the remaining 
cases. I will just say iji conclusion that the fifth section of the 
casebook deals .with new hires of oJder workers, and the last sec- 
tion deals with what we call assessirfg and advising. This includes 
the very critical issue of TCrformancfe appraisal and its effect on 
the career treatment of olcfer workers. 
Thank you^very much, Mr. Chairman. 

Senator Chiles. Thank you, sir. Your statements will be entered 
into the record at this point. 
[The statements of Mr. Rosow follow:]* 

Prepared Statement of Jerome M> Rosow 

My name ia Jerome M. Roeow. I am president of Work in America Institute, and 
a former Assistant Secretary 'of Labor. 

I was invited to present a brief summary of the findings and recommendations of 
a pojipjjtudy recently pompleted by Work in America Institute, entitled the Future 
of Ower-Workers in America. Work in America Institute is a not-for-profit oivaniza- 
Upfrtupported by corporations, unions, foundations, and the Government. Our 10- 
/member board includea-respect6d representatives of business, unions, and public* 
life, under the distinguished chairmanship of Dr. Clark Kerr. The policy study was 
carried but under grants from Rockefeller Brothers Fund and the Commonwealth 
rund, with the active help of a national advisory committee of* 20 experts drawn . 
from m^jor sectors of the society. Our final report, and a casebook to illustrate some 
of the most progressive practices now 'in effect, will be published in July of this 
year. ^ -> 

The central finding of our study is that the future of^ older -workers is still 
hanging m the balance. Some powerful economic, demographic, and social factors 
are pulling toward the extension of working life; others in the opposite direction. 
We behave that the balance will ultimately tip toward extension of working life but 
no one can be certain how ouickly this will occur. 

Officially, the Bureau of Labor Statistics proiects that the 198(Ms will see a 
continuation of the long-term trend toward earlier and earlier retirement. This 
projection should be taken with great caution. Our analysis indicates that it is the 
^rwult of deliberate public and private policies, not the result of natural causes , 
Changing the policies can change the trend. ^ 

What lies behind the diminishing lajixjr force participation of .older men? We 
exammed a number ofkey factors ai^found: 
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Social security coverage rosecfrom 64.5 i^roent of all U.lS. workers in 195a to 90 
percent in 1975, and the size of nlDnthly bcfne'fits ro6e almost tenfold (especially due> 
^ co6tK)f-living indeximp. The proportion of people 55 to 64 yeara old who were 
JJrorking declined sharply beginning in the early. 1960'8; when those aged 62-^ 
^^t^ecame eligible for social security benfefits.. 

The earnings test— under which social security benefits are reduced if one earns 
* money— is widely belieypd to have caused older people to ^j) working, but it may 
have encouraged bart-time work rather thari retirement. 

Other factors that encour^ed older people to stoji working include a liberaliza- 
tion of disability benefits under social security; expanded private pension coverage, 
"from 22 to 4p percent of the labor force; mandatory retirement and early retirement 
firograms; poor health (although the heaUh and life expectancy of older people have 
shown tremendous improvements); the shift in population from farming to industry; 
the competition 'from greater numbers of femaie and youngfer V^rorkers; and the 
steady increase in per-capita wealth before the mid-ld70's.. 

These policies will be increasingly brought into question by a set of forces that 
will incline people to prolong their working lives; _ 

The rapidly rising cost of social security due to increasing benefits and increasilig 
lon^evitv may lead to legislative changes that will delay the age of retirement, as 
national poli(^. ^ 

Future changes in the social security and tax laws, a rise in the age of mandatory 
retirement, indexation of^pension benefits, and. the need to retain older Workers — 
may diler employers from encouraging early retirement aS" more effective human 
resource policy. 

Mation^hich erodes pensions, and the addition of 5 years to the age of man- 
datory retirtment may induce employees to contiiHie working, as an economic 
necessity. 

Improvements in health, vigor, and longevity may make old^r ^forkers continue 
theiir attachment t^ the world of work, as a p^ch(^ocia^need. ' 

Riling educational levels of older ^rkers mean ^hat a higher proportion will hold 
interestmf; jobs and therefore have a stronger desire to remain at work. * 

Expandmg use of flextime and part-time work will make extended worklife more 
attractive, as araeans to better balance between work, family, and leisure. 

On the other-hand, as I mentioned earlier, a number of* fords will pull in the 
opposite direction: ^ , ^ 

Custom and practice discrimin^ against older workers— particularly in the 
, hiring of people over a^e 50. * ^ 

, ^ Oyr society prefers tne youth culture. . , " ^ . 

.The slow-growth economy creates insufficient employment opportunities. > 

Inflation of labor costs puts pressure on employers to separate older, more costly 
workers. , 

Labor uni^n policy is pointed toward better and earlier pensions, and toward 
work sharing. ^ 

Younger employees (25 to 44) compete with those aged 55 and abovcr for oppor* 
tunity within the organization. ^ * 

N^ative stereotypes about the health, ^or^ competence, productivity, and ambi- 
tion of older workers become self-fulfilling prophesies. 

CJome what imy, employers in the 1980'8 will have millions of older workers on 
their payrolls., They will want to deal with them in ways that enhance both 
productivity and the quality of yiorjdng life. That will necessitate xetW^king and 
reshaping^ present policies and practices, with a view to makii^ the vfOrkplace 
better not for older wor^rs alone but for the entire work f6rce.^ _ 

Employers, by and^ax^fe, are receptive to moving with the tr^ds and new social 
expectations, and they are searching for intelligent answers. Their responses will be 
compatible with diverse needs: Th%ir own needs for productivity and profit, workers* 
economic needs and lifestyles, the requirements of law, and specific n^ds for 
efficient personnel practices. • ° ^ ^ 

Our report aims primarily to^ advise employers becau«5 they have the broadest 
range o£ decisions to make. However, it also recommends supportive Goveijiment 
actions and contains ideas which should be useful io \inion leaders. Today I want to 
speak mainly about Government acti(^ ' 

The underlying principles of the report are as follows: 

Extension of working life is sociafly and, in many cases, individualty desirable; o 
but it should come about by individual choic^, not by coercion. ' * 

The value of a workei^to the employer can <mly be judged on the merits, not by 
chronological age. » ^ , ; . 

A healthy employee at age 50 should be regarded as having a'' potential 20 ' 
productive working years ahead. " « . 



It is in the employer's ^IMnterest to sustain the motivation and productivity of 
any employee who continues working beyopdthe normal age of retkQment.. ' 
These principlea 1^ to three broad recommendations: • 
An older worker snould be offered 'Opportunities as attractive as those offered to 
any other worker of similar cqmpetence^ vigor, and ambition. . ^ 

Age- neutrality should be designed into ^e critic$d personnel policies— hiring and 
separation; pay and benefits; performance appraisal; career counseling, and preretire- 
ment counseling; and traning and development. 

Manv new options for the extended working life make the older- employee more 
valuable to the emplo/er,^ahd the iob more desirable to the employee. These options 
include — redesign ^f work schedules, redesign of lobs; transfer and reassignment; 
reassignment with lesser responsibilities; work/.education combinations; part-tiihe 
work; phased retirement; recall of annuitants; second careers; small business oppor- 
. tunities; and outplacement. * * 

Now let me turn specifically to G<^erndlent actions. 

If preseitt trends of labor force participation continue, as projected by BLS^ a 
d^ninishing proportion of workers will be underwriting a rapidly rising proportion 
of retired people. As the cost rise, so ^\ the threat of intergenerational conflict. 
The single most important facto): influencing workers to leave the work force early 
ia the availability or substantial, indexed social security benefits. - ^ , 

c ' t 

SOCIAL SECURTTY ^ ^ - 

A' great debate is now shaping up, in the Country and in Congress, on the 
question: Can the mushrooming cq|Bts of social security be checked by public meas- 
ures that delay the age of wi^drawal.frobi the labor fo^? If so, how? * 

If Congress comes d6wn in favor* of the extension* of working life, the social 
.sectirity law will have to be amended in .one of two basib directions— coinpulsion or 
incentives. • • * • ' * - * 

• 'Several amendments of a compulsoiy nature have been proposed: 
Age of eligibility increased to o7 or48. • 
Izulation-related benefit increases limited to a part of the increase In the Consum- 
er Price Index. * * . * • * 
Benefits made taxable in whole or in part. - ♦ * ' 
. l4bera)izationt)f the earnings test deferrea' or dropped; • * • 
These changes 'would reduce the drain* on the social security fund l)y eroding 
present entitlements. Americans in general, as well as unions and the gray lobbv, 
can therefore be counted on to oppose them bitterly. The age extensioiH^woufd 
disappoint the expectations of millions of people and upset the current age equilibri- ; 
um m the labor ftirce. In addition, it would operate against the interest of those 
employers who.3^t older employees to retire early-7they would have to ai>te up 2 
ord aaditional'^earsof bridging money. ^ 

The "alternative to compulsion is incentives, which have a slower effect on the 
fund but stand-cTmueh greater chance of acceptance, t t 

Let me suggest ^a few. amendments that would encourage people to netire later 
rather than eArJier ' . ~ ^ 

^ The earnings test might be liberali^ even more than the present law cont^m* 
plates, over a period of years. ^ 

The bonus for deferring retirement beyond age 65 might be raised) from-the 
presen^ percent per annum to a 50/50 division of the %ictuarial savings as between 
the funo^d those employees who forgo drawing any annual benefit. . 
The, soda] Security tax on workers who continue beyond age 65, mnd on their 
^^emplover8,lX)uld be waived. ' 

As petween comiMiision and incentives to defer retirement. Work in America 
Institute strongly recommends the careful consideration of new incentives. 

THRIFT VnD SAVlNOi PLANS ^ ^ ! 

^ On the subject of ^fringe benefibL dur report recqpmends a numbe)* of steps that • 
employers should ^take to insure thai benefits for older workers are equivalent in 
value to those for younger workers.! Among others, ^we urge them to^adopt and 
impTQve thrift and savings plans, whilh cannot onlj^ increase emplovee savings but 

, also provide. a second tier of pension coveraj^e. These objectives would be furthered 
by congressional action along the following lines: 

We rfcommend that Congress create, added incentives to foster employee tjh^ft 
and sayings plans by granting tax exemption tb employee contributions. With 
national savit^ rates at an all-time lov^ the United States needs tax* policies which 
'Cfeate new incentives to save. ^ ^ " — 
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We recommend the amendment of existing legislation or a ruling from the Treas- 
' "'y. ^™9? ^^^^ enable* a worker to transler a vested thrift or savings account to 
an individual retirement account, thus creating a modest form of pension portability 
without changmg pension laws. - *^ f 

JOB COUNSiuNO AND PLACEMENT 

Our report points out that 10 or U million people, aged 40 and above, who are 
presenUy not working, say th'ey would like to find suitable employment. Probably* 
more are seekirit part-time work than full-time. We believe Uiese numbers will 
mcrease rapidly during the 19808. * 

Even if job openinm ejfisted for all these people,* many Would be unAbte'-^to take 
advantage of Ui^m. It has been so lon§ since they had real contact^th the job 
market, that they no longer know, even if they knew before, how to get arouniixfeit i 
They lack a realistic understanding of their value to a prospective emrfoyerT l*ey 
lack mformation about where and how to conduct a job search, and they lack skill 
m oresentmg themselves as applicants. ; 
)Some private and public agencies have sprung up, which /Help older people over- ' 
/bme these difficultiee, but the surface has barely been scratched. We flierefbre 
^recommend as f ollows: - , 

The role of CETTA in retraining, cou&eling, and 'placiM older workers should be 
expanded by making ite help available to the miifions, mcluding pensioners, who 
are now excluded because they do not qualify under the economic limitations The 
awt of serving them would probably be less than the cost-vof excluding' them. 
4 because gethng older people mto jobs would bolster tax revenues and the social 
security fund. 

RXTltAININO AND ioNTINtnNO EDUCATION ' 

t continually evolving economjsthe demand and supply of skills change with 

fnghtemng speed. Almost inevitably, it is the older worker whose skills are most 
subject to obsolescence, and whose difficulty in updating them is greatest In addi- 
Ura, many older workers would like to upgrade their stock in trade or move into a 
^ different occupation aRocether. 

Older people-except those who 'are gravely ill— have just as much ability to leahi 
as younger people have. TJiey are held back by two thuigs-tbe fear that they are 

J *C . and the inability to be ftill-ti^ie students and support themselves, 

and their defipndents at the siune tiine. The growing numWr of older students at 
mstitutions of higher learning suggests that the fear is diminishing. The financial 
problems, howler, are growing. > . 

Older peoj^e seekmg further, education also need kdvice as to which fields of ' 
Sloee ^Ss ^ (rtyectives, and information about where to pursue 

Our report recommends several ways in which employers should assis^lder 
workers. to obtain marketable new^skyi8,.but there are certain points on Which 
Government action is desirable. » ^ 

The •Federal Government should sponsor detailed studies of age distributions by • 
occmpational noupings, with an evaluaUon of the educaUonanevels of the virorkers ' 
With such information, on a trend basis, there is a better possibility for determining' * 
the education and traming needs for those older workers who want to prepare^ 
themselves for jobs m industries with increasing job opportunities ' 
.Wf^®"^^'^^ and employers should help employees gain access to reliable advice ' 
about career opportunities and requu^ents, about where to get the necessary 
eduction to take advantage of these opportunities, jand about their own readine^ 
lorjeaucation. 

nJl^r^'TSKi^^^t"^,"^^?^^^ be recast so that all public employment 
progrwas, other than the strictly countercyclical ones, have a significant troinimr 
^cluS^ component Special programs for retired people should aSobe 

p^lf^™™®?^ ^ «>propriate congressional iJommittees review the West 
Jiuropean esyerience with laiw^e training as a social investment. Congress 
rtould consider providing a sufficient period of full-time or part-time training and 
education to all mdividu^ who can meet appropriate qualificaUons. exceptworkers 
who cannpt bereeducated without undue tfine and expense, for a desired change of 
wnployment T3ie cpngreesiona) review should be carried out in the light ofCTTTA 
^^r\m mi^' ^^^^ ^ included in any reconsideration dr nenewal of 

We recommend that the upemployment insurance law be amended so that people 
Who are unemployed huj^^nding full-tune educational institutions for periods ixp 
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to 1 vear. are eligible for benefits, provided they are not less than 30 years of age 
and have contributed to the unemfjloyment insurance fund for not less than 5 full 
year^ The program should be subject to proper certification procedures, with re- 
sponiibHity to oe assumed by the educational institution^ to snow that the course 
taken by a client will produce marketable skills. 



The casebook reflects the practices of leading-edge companies in the United 
States. ^ % > 

A questionnaure was sent to 1,300 m^or companies requesting information on 
personnel policies as they affect older employees m the following areas: Hiring and 
nrfh^, employing annuitants, flexible work schedules, permanent part-time ^ork. 
job snarinff, redesi^ of jobs, demotion, retraining, continuing education, educational 
leavQs ana sabbaticals, second careers, perfonnance evaluation, ^salary and pay 
practices, and benefits. i 

Ninety-one companies responded, for a return of 7 percent Work in America 
consultants and staff, as well as members of the policy stud/s national advisory 
committee, provided additional leads. Marc Rosenblum and Harold L. Sheppard 
graciously supplied their list of 43 companies. In all, naore than 170 organizations 
provided the data base for this project The fmal 69 i^ts'represent a cross section 
of what industry and G^verfiment are doin^ m the older worker area* 

Hie universe represented here is substantial— these 69 organizations contain a 
total population in excess ofZVi million workers. 

The casebook is entitled "Young Programs for Older Workers," and will be 
published by Van Nostrand Reinhold. The cases are organized into six areas reflect- 
ug: (1) New work arrangements; (2) reentry workers; (3) secondary organizations; (4) 
reoeployment; (5) hiring older workers and annuitants; and (6) assessing and advis- 
ing. ' . ^ 
L work arrangements 

' There are three aspects of new work ammgements. These include part-time work, 
phased retirement, and second^areer training. These three new working arrange- 
ments are responding^ 'changes in the economy and to the aging of the^labor force. 

A. Part-time employntent'-f^jMme employment, is represented by six case stud* 
iee including: Northern Natural Gas Co.; Macy's; Woodward & Lothrop; Bullocks 
Department Stores; the Toro Co.; San, Francisco unlHed School district; and Widhita 
Public Schools. - ^ . 

One fascinating case that's highly original, with wide potential for adaptation, is 
tlie Calif omia and Kansas -^exi^rlqients to deal with the shrinking profession of 
teaching' T^ese ^tat«3 have made a^substantial breakthrough in work inhering by 
<»ltflnp'ng pension rules alloWid^ ^Ider teachers to collect their ^ull pensions while 
worlong part time, thus opening opportunities for the employment of younger 
touchers and rebalancing the age mix. 

i*, Pha$td retirement— A few.^|dyate sector* ^mpanies are flirting with phased 
retirement Here the problem is^mding'a way for employees to reduce their^ work- 
ing life gradually without decreasinj^.pendion'benefits. As a wave of the future this 
is a problem searching earnestly lor a solution. The four case studies reported 
include: The Wrigley Co.; Towle Silver,a5.; New Englajid Mutual Life Insurance Co.; 
and Gor/kn £. McCidlum & Engineering Science. 

-C. Second careers.— S^ond career training is another option whicl^cAn extend 
working life through a series of contguous careers. These programs reqttire excel- 
lent planning and a close tie to labor nvarket needs. One remarlcable case study 
reports a failure in the instance of the air traffic controll^ and describes the 
reasons wl\y. There are five cases studies here, as follows: IBM; New CareeisOPI>or- 
funitiea. Inc.; the Ai?. Traffic Cofatrollers; Aerospa'&e Corp.; and Yale University. 

13. Job resign,— An area with grealP* ^tential but only one ' case to report at 
pre^nt-is the f^esign or^iebs-to be more compatible with the capacities and 
mteiMs of older worlurrs: Tektronix, Inc. ' ^ , 

2. Reentry Worken 

Reentry workers are women who left the wofk force to raise families and have 
returned to work after varying periods of tijne. The cases in this section deal with 
Goyemment programs jiesigned tp help women toward economic independence. The 
displaced homemaker programs are" a response to the docial and economic disloca- 
tion caused by tibe high mvorce rate. Sinod estimates, put the-^umber of displace 
homemakers at the 4 million mafk, thesO^ efforts represent only a beginning. These 
include the following: New Yodk State displaced homeinaker prdgram; Q^nte^^^for 
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Continuing Education for Women, Valencia .Community College, Orlando, Fla.; The 
Maryland Center for Displaced Homemakers; Project Reentry of the Career and 
Volunteer Service, Civic Center and Clearing House, Inc., Boston. * ' 

< A Secondary organizations " ^ 

There are a number of successful secondary organizations which help older work- 
ers find jobs. The fact that many annuitants desire employment is no longer open to 
question; 45 percent of retirees surveyed by the 1979 Harris poll said they'd prefer 
to be working. Employers who hire older workers and annuitants are increasingly 
pleased with their reliability and performance. One exciting new development re- 
ported in the case studies is the Job Finoers case study, San Mateo, Calif., which 
has had a 95-percent placement rate for participants over the age of 50 who 
attended a 3-week workshop. Eighty-one percent of these^people retained their jobs 
for at least & months. The other cases mclude: Secx)nd careers program; Mature 
Temps; Older Americans &nployment and Training Center; Senior Personnel Em- 
ployment Council of Westchester; and,Jletirement Jobs, Inc. 

, 4' Redeployment 

This section deals with the involuntary movement of workers because of changing 
economic ancl technological conditions. Increasingly, corporate employers who are 
forced to terminate executives and salaried personnel are providing outplacement 
counseling to speed up thejob relocation process and erne the trauma of separation. 
In spite of the severe problems which accompany the loss of a job, statistics from 
two studies by professional outplacen^ent counselors show that over 70 percent of 
terminated employees get better pa3ang jobs when they relocate. However, older 
woricers have a significantly harder time accepting the job loss and finding new 
positions. , \ 

Age seems to affect a manager's attitude tow£ird demot^n. A 1978 survey of 
Danish managers showed that the older the^^employee, the^more likely he is to 
accept a transfer to a43oeition of lesser responsibility and pay. While there has been 
little acceptance of and experience with demotion in tins cqiintry, wh^re it has 
worked, as at Kelloeg and Maremont, those corporations have observed 8e\^ral 
important principles. The reassignment was mutually agreed upon by emPlo>^er^d 
employee, the worker was included in the planning process from the oeginhlng, 
time was allowM to explore other options, the Anal oioice was left to the employee 
and, where possible, the reassignment involved transfer to another unit within the 
company. Tf^ casebook reports the foUowin^examples of reassignment to^positions 
of leeser responsibility (demotion*): The Danish Experience; Marem«nt C^rp.; the 
KeUcjgg Co.; and General Electric Co.— Aircraft Engine Group. * 

5. The "new-hires^'-^lderworkers , * ' ^ 

Older workers or annuitants are being hireS by high-technology industries* banks 
and insurance companies, and manufacturers, where skills are in short supply, in 
the fields of engineering and computer technology, secretarial and clerical work, 
and skilled craft areas, age is not a limiting factorTEmployers are finding thi^t older 
workers are reliable and productive and some companies, dotably Bankers Life & 
Casualty Co., are saving employment agency fees by establishing oncall work forces 
of their own for their annuitants. While some older workers and annuitants return 
to^work full time, the vast mi^o^ty wor]L.as consultants and part-time employees^ 
supplementing iheir retirement income. These c^ses have been organized by indus- 
try groups as followa: Higt) technology industries; insuitmce companies and banks; 
numufacturers; and academia. , . 

6. A$9e$$ing and advising \ , 

Fbur typeB of assessment and advice are reported in the concluding \>art of the 
casebook. 

A. Performance appraisal— most complex assessment programs deal with ^ 
performance appraisal. This will become critically important in^the face of age 
diacriminatidn in employment legislation, "there are Hve cases reported which are 
significant: Grumman Aerospace Corp.; the Kelloffg Co.; Bankers Life k Casualty 
Co.; the Mead Corp.; and Connecticut General Life insurance Co. ^ 

B. Continuing education and training.— -There are many opportunities for training . 
and continuing education in American companies, but age d&ta is hard to identify. - 
Four programs are reported here, as follows: General Electno Co.— Aerospace Elec- 
tronic Sjnstems Department; the IntemationaT Silver Co. and the Trade Ac|justment 
Assistaiice Act; A. T. &T.; and the Mea4 Corp. 

C. Occupational alcoholism prtJmming,— -There are two cases reported here: 
Gi\munan Aerospace Corp.; ana AiSohol awareness program-^U^S. Department of 
State. - J, 
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'h,n^^7r!il^ i p/ann,„a -The more progressive companies ^ith experience are 
?„S»n^ l^*^l"if .^^" retirement planning not later than agVsS. Many 
eni^htened personnel directore see a need to til preretirement to career life plan- 
St™.^ f P^^'^'p "'^ '•^ported as follows: AIM; Levi 

KtowTn,! '/n'"""""^ ^T' Atlantic Itichfield Co.; Morgan Guaranty Trust Co. of 
New York; and Grumman Aerospace Corp. 

toSlv ^pSrlf/tlv^"f " P-^x^s for older workers is neither comprehensive nor 
tfi^^ln fS^fTif''^ "^^^ '•'^ "''^ elitist and progressive prac- 

nT. J,"^/""' the'Ssebook represents a "creaming" of industrial practTce. We-tLew 
out a big net m a questionnaire to solicit the identification oT any experimentation 
or new proCTams. and it took a co^iderable .effort to isolate thpie S Howlve" 
inr^i/S"f fS^'''^^-^""*^"", 'H""^ and that are meeting thT^^ 

tCvr^^^^t^lZT'- ^^V^^' '^5ding.!.ighly profitable corpof^tions'ln 
- u u-^ have done these things and are cont nu ng to do more is certainly 

aharbLnger of better things tSjcome. W* believe that a grelt nunSf s^KS 
economic improvement occur ^imitation, and our hopi is thartKsetoS^^ll- 
rwu t m much more widespread Hise throughout the country. This casebook, taken 
K^iinH^l °" ""WfiPel^Wm begin ana end inTe woA^lace 

tai ltfe Personn^'lpolii^ Visions are made affecting the extension of work- 

•Senator Chiles. Mr. Kunze. * « 

^^^a^Sa?" SFar^^h OXNARD.. CALIF.. CHAIRMAN. 

JllJr WS^^^ RETIREMENT. NA- 

Mr. Kunze. Senator Chiles, I want to first express my gratitude 
for your presentation at the NCOA 30th anniversary conference. In 
particular your affirmative stance was most' welcome and-most 
appreciated. I would also like to express appreciation to members 
of your staff who contributed significantly tcJ^the conference which, 
in my opmwn, turned out to be the best one evier on this subjefct of 
issues of the older. workers. 

Senator Chiles. Thank you, sir. 

Mr. Kmzs. Over the years NCOA has worked very closely with' 
this committee on a number of tasks, and we arg very pleased to be 
able to share, with you today some of our views on employment 
~ options and opportunities for middle-aged and older persons, and 
the impact of those options not only on the individuals involved but 
general- Present. or potential, and on our society in' 

Since NCOA's. founding in 1950, it has been concerned about^ 
■ oiaer vforkera, and that concern remains central to this day. You ' 
mil find more details about some of NCOA's major job-related^ 
activities in our prepared statement,^ but permit.me jOst to men- 
tion, a few of them here. 

NCOA publish^ "Aging and Work," a- quarterly journal that 
addresses a broad spectrum of issues related to age, work, and 
^STT-u^^-*® ^ti^y many. in industry and unions. We have 
good distribution to libraries," Government agencies, and I believe 
w& have really pretty good readefship of that journal in various 
segments of society. . • . 

NCOA has commissioned major surveys- of attitudes about aging 
and employment, first from the public at large in 1975 as part of a 
far-reaching poll by Louis Hams & Associates and more recently 
from personnel directors and chief executive .officers of the large/t 
corporation s in the Nation. I am happy to mention that attitudes 
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do seem to be changing, especially with Jhose who direct the larger 
'corporations. It might have to do wjjth some of the l^al cases that 
we have had Over the ^ast 11 years or so hut at least an awareness 
now has taken place and it is for the good of our causes. 
' PJCOA helped lead the fight for amendments to protect workers 
imtil age 70 under the Age Discrimination in Employment Act. 
With reference to Senator Heinz' statement on this subject, we are 
readv to fight for r^moyal oK the 70-year age ceiling; in fact, we are 
mvolved m that at the presAit time. The ceiling to me is entirely 
contradictory and it brings about an inconsistency in the act 

One might characterize these recommendations that I am about 
to summarize as' the three B's-^enforceriient, education, and 
exhibitions. 

The ADEA remains, the m^or tool for fighting discrimination in 
the job market on the basisvOf age. Hie number of complamts filed 
under ADEA increases every\year, and the increases have appar- 
ently accelerated since enforcente^ authority transferred from the 
Labor Department if the Equal Enipl^Fmgnt Opportunity Commis- 
sion. I am' not implying causation here, I am merely stating some- 
thmg with reference to time. Yet thousands of protected workers 
know nothing of their rights under this law, or learn abouf them 
after deadlines m the act have.j)iassed. NCOA urges this committee 
to take the lead in amending the ADEA to simplify procedural 
requirements, remove the upper age limit for protection, and elimi- 
nate some of the irrational exceptions. 
• A frequently overlooked tool in helping older workers fmd and 
is another Federal Jaw, the Age Discrimination Act of 
1975. Tins law^theADA, seeks to prohibit age-fcased discrimination 
m the distribution o^benefits from Federal programs, some of 
^fc^rij^^^ aimed squarely at helping^ persons fmd unsubsidized 
jobs. of the^CETA program, for example, provide comprehen- 
sive employment and training services. Although persons over age 
. 55 compn^ about 9 percent of the Nation's unemployed, they 
- omstatuted^bnly 2.9 percent of the CETA employment and training 
^participants in 1979. - . , 

programs affected by the ADA include 
the U.S. Employment Service and the vocational rehabilitation 

Srogram. Yet more than^^^months after the deadline, the Labor 
Apartment has not issued even proposed regulations applying the 
ADA To its programs. NCOA ui^es the committee to press for swift 
enforcement of the ADA and tightening of the statutory require- 
ments! themselves, if necessary. 

Well, that is the first E, enforcement. Now let's turn to the 
second E, education. The first facet of education deals with employ- 
ees themselves. We must assist workers who find themselves, m 
their late forties or /ifties, faced with unemployment because of 
econoinic disruptions, mousarids of stefel and auto workers are 
today; tmngto AtStch- their worklives together again after the ' 
massive layoffs and terminations in those industries. I know that 
^ the focus of these hearings is on keeping older workers on their 
• jobs, but what happens when the jobs disappear? With often lai«e ^ 
financial obligations, and with few prospects for new employment * 
at anything like old wage levels, these workers are in need of help. 
^ We need to make retraining more available at all levels, especially 
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through CETA, for middle-aged and older workers who suffer these 
kinds of career disruptions. 

Also, as I mentioned, workers thelhselves need to be better in- 
formed of their rights under protective laws. Much more must be 
. done than merely requiring the employer to post a sign about the 
law against employment discrimination. 

Mv field is in industiCal relations, I am in close touch with the 
employees and I know now naive they are at this point in time 
about age legislation. But an even greater education job is needed 
agiong employers and not simply the corporate giants that the 
committee will be hearing from next month but smsdl- and medium- 
sized firms, ones with anywhere from several to 1,000 workers. 
They need to be informed about the requirements of ADEA, to be 
sure. As part of its senior community service program, NCOA 
conducts communit]^ seminars on the older worker law around the 
country. These seminars have reached almost 600 smaller compa- 
I ni^ over the past 15 months. , 

NCOA's community seminars do more than just help assure 
"compliance with the ADEA. They also'^give employers insight into 
how to identify areas where middle-aged and older workers are 
being underutilized. Correcting that me£^ higher work force pro- 
ductivity and highef prbTits for the company; The tool we use for 
y^his is an age profile or, as it is commonly called, an age audit,.of 
the work force. The completed age profile analyzes personnel 
tions — hirings, promotions, terminations, and the like — by age, for 
various types of occupations in the company. It does enable the 
company to examine how well it is complying with the ADEA, but 
it -also allows management' to see the potential for better work 
force utilization. 

Another m£^i^ unmet educational need has to do with the re- 
search on middl^aged and older .workers, the subject of much of 
toda/s tesdmony. As you are hearing, a great deal of test informa- . 
tion is being developed in areas such as older worker, productivity, 
adaptability^ constancy, and other characteristics, a& well as some 
^ exating and promising findings i^ measurmg functional capacity. 
These are far from ■ complete or conclusive, and more research 
needs to be done. But we need -to communicate what we already 
know to the elnployers and.poUcym^ers who can put them to use. 
In short, we neeji to keep thenl'educated on the .latest ^lfonnation 
relevant to. the aging work force they will have.to deal with. l^COA 
.^^^ does some of that ^mmunication, through its journal, through the 
^ seminars I have described, and in other forumlS, but the task is . 
monumental. Stereotypes about older people and their capabilities 
took decades to work themselves into our consciousness and they 
. will hot be excised bvem^ht. ^ ^ 

After enforcement anf education, the final iniplemenl in thSs 
alliterative tpolkit is exhibitions. NCOA's retirement planning pro- 
grarn^ for example, yencourages and assists emplovees and spouses 
to plan for their retirement. The program was funded jointly by 
, ^ the AdnHnistratioil on Aging and a consortium of megor corpora- 
^ ^ tions and imions.- We have conducted successful exhibitions, or 
demonstrations,, involving economic development districts and 
older worker specialists in State employment offices. Many Q^er 
potentially productive demonstrations are^set out in Dr. I^eppm-d's 
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report titled "Research and Development Strategy on .Employment- 
Relate Problems of Older Workers/' including part-time employ- 
ment, tapered retirement, skill upgrading for older minorities and* 
expansion of apprenticeships to workers over age 40. That last 
subject is one that really has not been looked into Ut all. 

Mr. Chairman and members of the, committee, those are not 
simple problems and will not yield to simplistic solutions bu^ I 
believe the steps I have outlined briefly can help to bring about 
improvements in the working lives of older people as well as a* 
more productive society for us all. 

Senator Chiles. Thank you, sir. Your prepared statement will be 
entered into the r^ord ^ this time. • ^ 

[The prepared statement of Mr. Kunze follows:] 

Prepared Statement' op Karl Kunze 

Mr. Chairman and members of the committee, thank you for this" opportunity to 
testify today for the Nationed Council on the Aging, a private nonprofit organization 
completing its 30th year of service on behalf of older Americans. Over the years 
NCuA has worked very closely with this committee on a number of tasks, and we 
are very .pleased to be able to share with you today some of our views on employ- 
ment options and opportunities for middle^ed and older persons, and the impact of 
those options not only on the individuals involved, but on, their employers, present 
or potential, Imd on dur society in General. 

nCOA*s commitment to the older worker began at the time of its founding in 
1950, when a C^uomittee on Employment and Retirement was named, and has 
continued through the present. Permit me to sketchy for you Some of the emplqy- 
* ment-relkted activities in whipb NCOA is engaged or Has already completed. 

National Institute on AgeC^ Work, and Retiren^nt—This unit of N09A, originally 
the Institute of Industrial Gerontology, has focused for the past 12 years on the 
issues and probljems of age, work, income, and retirement a^ they relate both to the 
labor market and to the *middle-a(^ and older workers. The institute conducts 
studie^^^nd provide an extensile range of training and technical assistance for 
industry, labor^ State, and local councils on a^^, and many oUiers. Several of the 
specific projects listed beloWare tudertaken withm the institute. 

Journal on Aging and fTorA;— Since 1969, NCOA has published ''Aging and 
Work" (formeriy '*&dU8trial Gerontoloj^y**), the only national publication devoted 
'solely to issues of age, employment, retirement, and iacoxofi as they affect middle- 
aged and older workers. "Aging and Work^^addresses ^ range of topics designed to 
help employers' meet the chidlenge of an aging work force. 
'Mfi^or articles in the journal regularly focus, on employment and training of the 
Ider woricer, techniques US determine functitmal capacity, innovative management 
^^hniques, returement preparation programs, social security and private pension 
plans> fleidble worktime, performance appraisal, retraining and second careers, 
emplovment discrimination, and industry's re^jponse to older worker issues. A regu- 
lar column of the At)£A highlights court decisions, pending cases and settlements 
involvixig older workers. Abstracts of current research on older worker issues are 
included in each issue^ as are book reviews on new texts dealing with the economic 
and social implications of the middle-aged and older work force. 

The journal in the last several years has published articles describing special 
program expedience regarding older workers. Exsonples of demonstration programs, 
summaries of unique skills assessment, job placement, and training techniques have 
been highlighted. 

Retirement planning program,— h new initiative of NCOA h^ been the retire- 
ment planning program, a migoi^ thrust to serve the needs of ihdustral organiza- 
tions and their employees on a national basis. " ^ . ^ 

Conducted in cooperation with a consortium of 13 nugor corporations and unions, 
the program is an innovative approach to preparing employees in their' forties and 
older for retirement. The new approach is based on advances in the behavorial 
sciences, and employs multimedia interactive techniaues packaged as eight modules 
of training niateri4is. The program is funded jointly by the consortium and the U.S. 
Administration on Aging. o 

Consortium members have participated actively in the design, development* and 
testing of the . training modules. A typical module has audiovisual* materials, a 
specially prepared booklet, and self-assessment aids for employee and spouse, indi* 
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vidual and group exercises^^minicases, and a seminar leader's guide. The modules 
are designed to enable an employee and spouse to actually produce a personal plan 
relating to each topic area covered. . o 

The modules were subject to tryoutevaluatioH«reYision cycles by preretirees from 
the consortium corporations until they met ^blished effectiveness criteria. 

• Hams jpo/i-«In 1975 NCX)A published the results of a far-reachihg naSonia poll 
to determine society's attitudes on agine. The survey, conducted for NCX)A by Louis 
Hams & Associates, is titled 'The Nfyth and Reality of Aging in^4merica." It 
pmpomted attitudes of workers of all ages, and of persons with hiring responsibility, 
on Such tqpics as age discrimination, mandatory retirement, reason^ for continuing 
em^lovment,'mcome adequacy, and many others. • 

CEO survey.— Last year NCOA was instrumental in developing a survey of chief 
executive officers and personnel directors of the country's largest <x)rporations on 
their attitudes toward older workers and retirement, and their x)wn retirement 
Dreparation practices. The survey revealed a hewht€»ed awareness among corporate 
, leaders of inflation s grave implications for retiring employees. 

National Association of Older Worker Employment Services (NAOWESX—'nus 
as80ciati(m was create^ in 1978 as an NCOA program under the National Institute 
of Age, Work, and Retirement, in response to members who wished to establish a 
national forum for an exchange of ideas and to have an impact on public policy 
recommendations. NAOWES was also designed to provide training and technical 
assistance to local groups who wish to assist older workers in obtaining employ- 
ment dita r ,j 

Ecorwmic Development XcimmisfrtRSt— The Economic Development Administra- 
tion of the UJS. Department of Commerce approved a grant to NGOA in 1977 to 
conduct a training and technical assistance project on "Economic Developn^t and 
the Older Worker." On the premise that the legislative mandate 'for EDA is job 
CTeation» the grwit was designed to use EDA's district development ^stem to insure 
that jobs created by public works projects and through loans and grants to private 
mdustry would be distributed equally to all ages. 

^Qie proiecti while of short duration, was significant because it recognized that 
older workers were an important human resource. It emphasized that effective 
mnpower utilization is a significant part of ecqnomic development and that knowl- 
edge of older workers' potential is ^ important factor in effective development 

Industrial health ix>unseling d^nstration project— One of the Instituted most 
effertive dttnonstirations was its.Industirial Health Counselmg Seevice (IHCS) in 
gortland, Mdme, wtoch adapted an agerfi^ method for matching workers tp jobs. 
Funded by DOI^ IHCS perfected a technique originally implemented and tested by 
the Lan«la ^Veterans Administration, applied successfully and still in* use at de 
HaVilland Aircraft in Toronto. The method was, according to a DOL publication, a 
giant sten toward changing industry's attitude toward tii^ aging process." 

An analysis of the result of testing 4,000 applicants and matching them with 
appropriate jobs showed that workers processed ^through ^ systism* reduced the 
timiover rate in participating industries, eliminated wo'rXmen's compensation 
claims, and resulted in higher morale, from workers being placed in compatible jobs 

• ilh «f»W'",«)mmiim^ service project /SCS«;.~This program, N(X)A's kiiest, was 
initiated in 1908 under a DpL contract as- a demonstration program focusing on 
disadvantaged .older workers. _ , ' o ^ 

SCSP gives older persons jobs as bifingual tutors, hospital and mental healtif 
aides, day^re assistants, crime prevention counselors^ paralegals, housing advisors, 
mobil library dnyers, vocational counselors, casework and clerical, aides, and assist- 
ants to the handicapped Jobs also are available in the fields of recreation, energy 
constw^ation, and restoration as recreation supervisors, park and miiseum guides, 
tnbal historians,, energy auditors, and home repair aides. 

Benenting the elderly hi particular ar^ jobs in nutrition programs, ienior centers, 
health ana home care, transportation, mformation and referral services, emolov-* 
ment assistance. ^ 

Age discnmination.—Throu^ its Public Policy Center, its publications, and 
speeches and contacts by staff and board members, NCOA worked very hard to 
bnnff about enactment of the 1978 Amendments to the Age Discrimmation in 
Emploionent Act (ADEA). Of course, that effort benefited enormously, from the 
leadership of this committee, and we were successful. The same year^saw strength- 
enmg amendments to the other ahtiage bias law, ,the Age Discrimination Art of 
1975, and NCOA was m the forefront of thatstruggle as Well. 

NCOA is proud of its record of advocacy and achievements on behalf of middle- 
aged end older workers, and jpersons of those ages who would work if the opportuni- 
t^^arose. But as todays t^imony demonstrates, the fears and anxieties ibout the 
graying' of the work force are widespread; myths abo\it older workeh^pabilities 
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persist; those contemplating retirement are srfyen -pause by months of 15 to 18 
percent annual inflation rates, and those already retired are compelled to go looking 
for work again to keep from sliding into poorer economic condition. ' , 
^ Thj committee is- to be commended for recqgnizing these problems, and address- 
IM them in the course of this series of hearings.- 

I will not recite the litany of barriers facing the full^ use' of middle-aged and older 
persots in the work force; rather, what I will try.to do in this statement is to lay 
out a few basic strategies that seem to hold some promise in removing, or at least 
dimu&hing, thoee barriers. 

One might characterize these recommendations as the "three E's"-<nforcement, 
ecu^tion, and exhibitions. 

• ynst Enforcement'-GTeat strides in enacting antiage discrimination legislation 
have b^n laken m recent years. The ADEA, first enactM in 1967, remains the 
major -weapon for^fighting age discrimination in the job market on the basis of age. 
iJe number of complamts received by the Department of Labor rose from 1,000 in 
1969 to almost 4,300 in 1978, and more than $16 million of income was restored to * 
individuals over that period. The volume of complaints has apparently grown even 
heavier since, transfer of ADEA enfon^ment authority from DOL to the Equal/ 
Empldyment Opportunity Commission. Yet thousands of protected workers know, 
nothing of their rights under this law, or learn about their rights after the deadlme 
" y ^ .5^*^ ^ complaint has passed: More and more cases are also banning to be*- 
decided against older workers^ the exceptions in the law are given broad judicial 
ihteroretation. _ ^ * - 

NOOA urges this committee to take the lead in strengthening the ADEA m a 
variety of ways: * • 

• Procedural requirements should be simplified, and acc^viw plaintiffs to class 
actions should be unproved. y , 

The upper age limit' for protection under the acti^O vears fpr most employees, 
should be abolished - ''^^i-^ k j » 

Irrational exceptions to the ADEA, specifically those for tenured collie facUlfcy 
and for highly paid business executives, should be repealed. • 

The exception permitting discrimination when age is a "bona fide occupational 
qualifioation , should be sharply restricted. Employers are increasmgly construing 
stren{[th or arility requirements, among others, as age "BFOQ's." > 
A wiufowy* overlooked tool in helpmg older workers find and retain jobs is the 
Age Discnmination Act of 1975. It is not primarily an' employment law; m fact, the 
only empioyment^^ covered expressly, is the Comprehensive Employment and 
V^^^J'^i^!?^!- ^/ the ADEA' is patterned after tiUe \^ of the Civil 
^ Rights Act of 1964, the ADA parallels titie^Vl of that act. Its purpose is to prohibit 
Jscnmmation on the basis of age in programs receiving Federal lunds, and some of 
thoee funds are auned squarely at helping persons finding unsubsidized emolov* 
ment • f j 

•ntle n (partr A, B, and C) of CETA, for example, provides comprehensive employ- 
naent training services. Although persons over age 66 constitute about 9 percent 
of the Neon's unemployed, only 2,9 percent of the CETA employment and training 
re^hed that age. The UJS. Employment Service referred 
about 800,000 persons over a!r56 to iob openincB m 197^about 3.5-perceilt of the 
more than 15.5'miJlion pei^ons so referred. Both of these programs are covered by 
the ADA— yet the Department of Labor, more than 6 months after the deadlme, has- 
yetto issue even proposed regulations applying the ADA to Labor programs. 

This committee has been a pivotal force in getting the Administration on Aging to 
issue long-overdue r^lationfe for title HI of the Older Americans Act; NCOA-urees 
that you take a similar leadership position in forcing DOL and a dozen other 
Federal agenaes to i^ue the ADA regulations that were due to be issued last 
September, Furthennpre, we believe the committee should examine clpsely the need • 

&§^^' loopholes npped m the law by the govemmentwide relations now 

^ These actions in the area of enforcement could siSiificantly improve the chanced 
of many old^jjprkers to keep thehr jobs, or fmd new ones if the need arises. 

The second E of this series of suggestions is: Educatioru Both-employers and 
emmoyeee must be educated in a variety of areas. Jf^ * 

^e group of en^loyees in obvious need of education ai^those who, m their 
forties and fifties find themselves out of work -because of downturns m the economy 
or in a particular mdustry. Thousands.of steel and auto workers are today trying to 
stitch together a new wdrklife after massive layoffs arid termmations m those ' 
mdustnes. Althou^ the focus of this bearing is to fmd ways to keep older workers 
on the job, we must ask, what happens when that job disappears? Middle-aged and 
older workers, faced with larger financial obligations, with fewer prospects for work 
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at their generally higher wage levels, are* in desperate need 6f help. We need to 
make retraining more available at all levels, through devices such as CETA and the 
Ti^e Adjustment Assistance Act, to help middle-aged and older workers make job 
transitions and remain productive. 

Another aspect of worker education is education about their rights under the laws 
discussed above. The ADEA requires employers to post signs telling workers there is- 
a law against age discrimination, but a much more systematic, aggressive informa- 
tion campaign n^eds to be waged bv both EEXXD and the Labor Department. 

An even greater education job about ADEA is needed among employers. Not the 
mcyor national corporations scheduled t6 testify before the commit^ on this sub- 
ject next month— they are well aware of their duties under the law. Those in need 
of enlightenment are the great number of smaller and medium-sized firms, with 
anywhere from 20 employees to 1,000, who simply have not had the law*s require- 
ments brought hom^ to them. ^ 

In conjunction with its senior community service project, NCOA is conducting 
commumtv seminars on ADEA and the older worker around the countjiy. These 
seminars nave reached alm^ 600 small companies— with up to S ^OOQ^roplo yees— 
over the past 15 months. Often, tangible (though statistically ipfluRSsR) gains 
result immediately from these seminars. Our staff finds older wbrkers sit in on 
thes6 sessions, and many a company president has heard something like, "Your 
factorv wouldn't hire me because I was too old." And many of those who speak Hp 
find themselves with job interviews later the same day, and eventually with jobs at 
the company that had rejected them before. Employers need to learn about their 
ADEA obligations, and we need to help them learn. 

NOOA's community seminars help assure compliance with the ADEA, but, in 
addition, they ^ve employers insight into those areas where middle-aged and older 
workers are bemg underutilized. Correcting this underutilization has definite bene- 
fits to the employer— improved work force productivity,.and higher potential profits 
for the company. The tool NCX)A't»es in this process is an "age profile," or, as it is 
m^re commonly called, an age audit, of the work force. (We prefer the "profile" 
label because it captures the nonthreatening nature of the process better than the 
term "audit") The completed age profile analyzes personnel actions-r-hirings, pro- 
motions, terminations, assignments, compensation, etc.— by ace, for various occupa- 
tions in the company. The profile .becomes a preventive tool. Management need .not 
wait for a complaint to be filed^ potential problem areas can be identified and 
remedied long before that stage. - 

Another nugor unmet educational need relates to the « reams of research on 
middle-aged and. older workers, much of which is the subject of toda/s testimony. 
Test information is being developed in areas such as older worker jproductivi^, 
adaptability^ trying receptivity, constancy, and other characteristics. When NCOA 
did a survey last fall of relevant published studies on functional capacity, for 
example, the bibliography contained 150 references and ran 11 pages in length. 

These studies ara far from complete or conclusive, and mdre research has to be 
done. But we needpto take advantage of what is in existence, to communicate what 
we already knoj/to the employers and policymakers, who can put it to use now. 
NCOA does some of this communication through its joj^mal, other NCXjA publica- 
tions, the community seminars, sessions at our regiojial an4 national meetings, and 
in other forums^ but the task is monumental. Not only do we need to enlist others 
in this commumcations process, but we must sort out the most effective techniques 
of communication and make use of them. We need, in short, a dissemination, 
strategy. - , , 

Such a strategy would play a part, not only in education, but xdao in the third tine 
of the three-pronged recomxnendation: Exhibitions, NCOA*s retirement planriing 
program, which is described above, is a good illustration of this technique. We 
^ gathered existing data about *a variety of^ topics relevant to retirement consider- 
ations, coupled them with proven learning tichiiiques, and b^an working with 
enoployers and unions to test, refine, and publicize the program. The economic 
development program, also described earlier in the statement, demonstrated how 
economic developers could assure that workers of all age groups profited from the 
job-generating impact of a particular project. Many other potentially fruitful demon- 
strations are described in the research and development plan compiled for the 
Labor Department by another of jtpda/s witnesses. Dr. Harold L. Sheppard. That . 
document, "Research and Development Strategy on Employment-Related Problems 
of Older Workeis," gave high pnoqty to conducting such demonstratisQs as part- 
time employment, tapered retirement, skill upgradiii^ for older minorities, and 
expansion of apprenticeships to workers over age 40., 

Demon^rations, or exhibitions, take principles which are sound but obscure, and 
implement them in practical ways. DOC AoA, and the private sector— both nonprof- 



it and for^profit^hould be cooperating in devising, conducting, and evaluating 
demonstrations affecting older workers, and then disseminating the results. 

Mr. Chairman and members of the conunittee* the problems facing older workers 
in the private sector today are not simple ones, and they will not yield to simplistic 
splutionsL You canflOt abolish by statute the stereotypes about the aging process 
that people have taken decades'to accumulate. But I believe the steps I have 
outlined for you today can help bring about, at a relatively modest cost, tangible 
improvements in the Jives of millions of older people, as well as a more productive 
society for us all. . . 

Thank you very much. \ 

Senator Chiles. Dr. Woodruff. 

STATEMENT OF JHOMAS C. WOODRUFF, PH. D„ WASHINGTON, 
D.a, EXECUTIVE DIRECTOR, PRESIDENT'S COMMISSION ON 
PENSION POLICY 

Dr. Woodruff. Mr. Chairman, I would like to address the issues 
that you have under consideration today from a different perspec- 
tive man the other panelists. My remarks will focus on the difficul- 
ties that older Americans face in retirement. I. will also briefly 
outline the problems of our traditional retirement systems as they 
attempt to meet the needs of the elderly. Both of these develop- 
pEients have a significant effect on possible policy initiatives relat^ 
to increased work opportunities for our senior citizens. 

As you know, .the President's. Conmiission on Pension Policy was 
established by Executive order and authprized by Congress to pro- 
vide the country with an overall retirement income policy. Put , 
simply, our present system of retireipent income is a hodgepodge. ' 
We have no overall.national pension policy. Nor has the country 
arrived at an accepted dctfinition of what constitutes an adequate 
retirement income. 

The Commission^ will be issuing an interim report to the Presi- 
dent and the Confess later in May. Many of the issues we are 
discussing today will be addressed in that report. In fectj? one of our 
study groups is expected to make sp^ific recommendations r^ard- 
ing employment opportunities for the elderly. And, this overall 
question will be adoressed hyjhe Commission as it considers the 
relative roles of social security, employer^based pensions, personal 
savinjp, and work in providing income to older Americans* 

I tnihk you can appreciate my role today as Executive Director 
oi a Conunissioh that nas not yet issued an interim report. Because 
of this situation, my conoments may not be as specific in an advo- 
cacy role as some of the other panelists. However, I will provide 
you with sonae of the initial data from some of our surveys and 
other studies. , 

At the very heart of our studv and recommendations lies the 
question of how to provide older Americans with an adequate level 
of income in their later vears. The country's retirement income^ 
resources, both public and private, are already* straining at tfieir 
limitSv We can expect that increasing amqimts of the national 
income will be devoted U> pension benefits in the very neiar fiiture 
as our population ages and lives longer once they have retired. 

Total retirement, disability, &nd survivors benefits have grown 
from 2 percent of the gross national product in 1950 to over 8 
percent of the gross national product by 1975. 

In the fece of njounting pressures Drought about by increased* 
pension benefits, high^rates of inflation and a larger aged popula- 
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-tion which living longer in retirement, it is obvious that the 
Nation's policymakers must examine every option in providing 
additional income resources to the elderly. It would also be good 
policy to encourage more individual initiative. 

One policy initiative to relieve the intergenerational dependence 
and iinancial strains on our retirement system would be to in-- 
crease work efforts Voluntarily. This could be accomplished 
through work incentives and increased job opportunities for older 
persons. • ^ 

I do not mean to suggest that increased employment^ opportuni- 
ties for the older worker is a panacea. There are, unfortunately, no 
simple solutions. Mr. Chairman, as you mentioned in your opening 
statement this morning, we have witnessed a trend toward earlier 
retirement. In 1979, only 62 percent of males aged 60 to 64 were in 
the labor force compared to 75 percent in 1970. This indicates a 
lessening of the role of work income and a growing dependency on 
retirement programs for those in that age bracket. 

The President's Commission is considering a number of policy . 
initiatives which could increase work incentives and job opportuni- 
ties for the elderiy. We are in the process of reversing that trend. 
A jjBw of the vei^ general recommendations that are before the 
Commission next weekHpclude the elimination or modification of 
the social security earnings test, encouragement of alternative 
work patterns, and encouragement of retraining programs. 

Other possible work incentives include requiring pehstoh accrH- 
als for those workers over age 65 in private employer-based pension 
plans. Currently regulations permit pension plans to freeze accru- 
als after a worker reaches age 65. In addition, there is the issue of 
lifting the age- 70 mandatory retirement. This is another subject 
•the Commission may deal with next week, . 

At this point let me describe why work incentives for the elderly 
are so important by giving you some of the preliminary results of a 
^ nationwide survey ~on retirement income quesftioife which was spon- 
. sored by the Commission and several other Government agencies 
and carried out last fall. , 

According to our survey, we are witnessing the disturbing devel- 
opment oPa two-class system of retirement income in this country. 
One group of senior citizens lives fairly^'well in retirement because * 
they receive* social security" benefits and some benefit from an 
employer pension plan. A second group of older Americans has to 
rely primarily on social security to maintain a minimum standard 
of living in retirement. The question for national pqlicymakers is: 
Should wej^can we allow this development? — 

Let me'nlkd few results of our survey, and another survey that, 
"was condHcted'by the Department of Labor and the Social Securityv^s 
Administration. / " ' ^ 

According to the first results of I a survey conducted by the De- 
partment of Labor and the Social Security Administration, pension 
coverage in the private sector has flattened oUt. Their survey 
shows that 49 percent of the full-time working population in indus- 
try was covered by a private pension in 1972. By 4979 the coverage 
had only increased to 51 percent. According to the same survey, 
however, vesting in the private sector has increased because of 
ERISA. In 1972, 32 percent of those covered by private pensions 
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were vested. By 1979, *48 percent of those covered by private pen- 
sions are actually entitled to benefits. I might remind you, iiowev- 
^ er, that this is still about 25 percent of the total work force. * 
. Aa:o«ling to the poll sponsored by the Commission, approximate- 
ly 58 percent of alhVerkers expect social security to be their 
pnmajy sourpe of retirement, income while about 22 percent expect 
employer-based pensions to be their main support— 15 percent 
expect to rely on personal savings, while only 2 percent hope that 
their family or children will support them in retirement. 
• 0\ir poll also founjl an overwhelming majority of the population, 
89 percent, sajr that they wiH definitely or probably receive social ^ 
security benerits> a somewhat different finding than the Harris poll 
issued last year. We found that about 48 percent anticipate ihey 
will receive some benefits from an employer-based pension. Our 
surv^ also found a prcrfound pessimism in this country, i^egardless 
of age pr sex, about, their retirement prospects. When askeiL wheth- * 
er they expected th^r retirement income to be adequate for their 
needs, 63 percent answered "probably not-' or ''definitely not." This ^ 
response shows that people are not confident in the ability of our 
Nations retirement income systems to provide adequate pensions. 
Along the same lines, 52 percent^of those surveyed said that they 
' expects*, to live at a lower stahdard of living after retirement. 
Without generalizing too much, the survey found that women tend 
to be more pessimistic than men. And older women worker^ facing 
retirement tend to be more cautious about the future than younger 
workers. . 

, Our survey respondents*"are" not optimistic about future economic 
, trends either. I might add that"this survey was taken before our 
recent outbreak of double-digit inflation. Fifty-eighl percent ex- 
pected continued high inflation , every year while* 60 percent fore- 
cast that the country's economte, conditions will worsen. 

What does this mean for* pension policy? Restating my earlier ^ 
remarks, work opportunities for the elderly and individual efforts - 
become much^more important policy, objectives. At pre9ent, income 
from^employment is not as significant a source of income' of sup- 
port for the elderly as if h^ been in the not too distant past. That 
^ IS because of the well-dofiBmented trends over the past decades 
toward earlier and earlier retirement. Wh^le there have been a few . 
indications that that may be slowing, we found one disturbing . 
figure m our survey that tends to offer .not much hope for the ' 
.^^.y* future. 

Our survey indicated thAt even though many pension* benefits 
4 may be actuarially reduced and that people expect inflation to 
.continue at high levels in the -future, over 47:5 percent of the 
^ . working population expect to retire at age 62 or Ifefore. This if an * 
even earher number than is currently the case, indicating a poten- 
tial for even greater dependency on our retirement income pro- 
grams m the future. As I indicated, these are just our preliniinary 
findings. We will be contiiming to analyze the results of this survey 
over the next ^everalweeks. 

AVith your permission, Mr. Chairman, I would like to submit our - 
completed tabulations for your hearings record at this time; 
Senator Chiles. The committee would like to have that for the- 

record. . ' , i 
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.Dr. Woodruff, In conclusion let me commend the committee for 
its interest in this area. I hope that the upcoming recommenda- 
tions of the President's Commission on Pension Policy wiH add 
r inipetus to your thoughtful efforts. ^ * , ^ 

Thank you. 

Senator Chiles. Thank you. Your prepared statement/ with the 
tabiilatipns referred to, will be entered into the- record now. 
[The prepared statement of. Dr. Woodruff follows:] 

Prepared Statement of Dr. TnoMAS^iWooDRUFP ^ . * 

Mr. Chairman, members of the committee, I would liki to address the issues you 
have under consideration today from a different prospective. My remarks will focus 
on the difficulties that older Americans gttcounter in retirement. I will 9is<^*briefly 
outline the problems our traditional retinraient systems are having as they attempt 
to meet the needs of the elderly. Both.QtUhese developments have a significant 
effect on possible po|icy initiatives relatin^to increased work opportunities for our 
senior citizens. . ^ 

As you know, the President's Commission on Pensioil Policy was established bv 
Executive order and authorized by Congress to provide the country with an overall 
retirement income policy. Put simply, our present system of retirement income is a 
hodgepodge. We have no overall national pension policy. Nor has the country 
arrived at^jm accepted definition t)f what constitutes an adequate retirement 
income. ^ ' 

The Commission will be issuing an interim report to the President "^ahd the 
Congress in late May. Mmiy^ of the issues we are discussing today will, be adcbetse^^ 
*in the report. In fact, one of our study groups is expected to make specific recom- 
mendations regarding employment opportunities for the elderly^ And, this overall 
question will be addressed by the Commission as it considers the relative roles of 
social security, employer-based pensions, personal savings, and work in providing 
income to older persons. 

I think you can understand my role today as Ex^utive Dft-ector. My comments 
cannot be as specific as those of tne other panelists because the Commission has yet 
to make its initial policy recommendations. , ' . - " 

At the very heart of our study and recommendation lies the question of how to 
provide older Americans with an adequate level of income in their later years. The 
country's ^tirement inCbme resources, both public and private, are already strain- 
ing at their limits. We cat expect that increasing amounts of the national income 
wul be devoted to pension bexp^i^ in the^yery n^ future «s our' population ages , 
and liv^ longer in' retirement. -V"* r> , l;*^ I 

Total retirement^ disability, and surv«w^ fieoefite have, grdwn from 2 per 
the gross natictoW irfoduct in 1950 to 8 |ferceiit of the QNP in 1975. ^ ^ ' 

In the face of counting pressures^brought ^about by increased pensiopVl 

high rtites of i^aGon, cmd a /lareei^iig^^ population which is living RL^ 

retirement, ^isWvious that the r«^on'erix>licymak^ex8 must examine evex%(pption 
intPT?\iding additional indome 'resources to ^l^^elderl^.^t would alsp be good policy , 
to ei^Qphra^e mdprindividual initiative. ' -fi 2 \^ , , . • ' ^ 

One policy^iutiative to reliewthtf intergefieraWojialo4epend^nce and financial 
strains on o\S retiremen^^systetlo^i^d b^ to ^creak4 wcn-r efforjts^^I^ta^. This 
could be accomplished through warJc incentives waim6te^f^ jdb - 
older persons. ^ , . . ^ ^-i^'^ ^J"' > 

1 do not mean to suggest that increased employment opportunities fi^^the' dlder Vn? 
worker is a panacea. 'uSfire are, unfortunately, no simple solutijins. jThe presenl^and 
future problems associated with retirement income^ ^^^^^'^ S<^uig to^^uire'an 
un.usual degree of insight and' understanding on* tHe psSi oFthe^ poucyh^ers; 
However, eaititAble and efScielit answers <»n be found. , ' * ^^^' ^ ^ 

The trend over the last several decades has-been for«more males Jn the age-^ 
categories 66+, 60-644 md 55-59, to leave^l^ labor force. Although^ ^ ^ 

ment under soqial security was provided for males in '-^'^ j.-aj^. ^^z. 
seveoties'has seen the larg^ drop in labor force pcgrtidp 

60-64i In ;i9J9, only 62 percent of this group are in the h 

* fttrc^nt in 1970 and 78 pekent.in 1960. The prbportion ofi women ^ea 60-64 K& ^ 
« also dropped^in the seventies although still above the 1960\and 91950 figures. Older 
women had been experiencing a counteHrend of increased p^icipation. 

And, while pther woxicers generally experience lower unemplo3rment rat^ than 
yoiinger workers, their lengtn of untemploynfient tends to be longer. The highest 
average duration of unemployment, in 1979 for ai^y age*group was the 17 w6e^ for 
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thoee aged 55-64. This compa^* Ho about 11 weeks foHall those 16 and- over. 
' Lengthy penods of unemployment may lead to early involuntary retirement or 
beoonung a discouraged worker and ceasing to look for a job. 

As you know, workers aged 40-70 are protected from age discrimination otf the 
job by the i^e Discnmination in Employment Act (ADEA). However, liti^tion 
under ADEA indicates, an^ have shown, that such discrimuiation exists. 

And, although the 1^78 ADEA amendments increased the permissible. mandatory 
' retirement age from 65-70, early indications are that this will do little to keep older 
workers on the job beyon<Lagg_g5. 
There are usually at least three elements present, to a greater or lesser extent, in 
• rebrement decision: (1) State of health; (2) anticipated retirement income: (3) 

relationship of the worker to the job. Surveys have shown that poor healthian be of . 
parwnount importance. Yet it can also be a socially acceptable reason for <fi«uising 
dislike of a job or inability to find employment. But, by and lange, poor -health 
hteraUy forc^ some people to retire unwillingly and is jt Secidingfactor for other 
voluntary returement. lUness is also important in very early^tfetirement: 

The relationship of the worker to the job is a factor that may keep older workers 
ori the job or push them into retirement. Some workers may wish to retire at the 
earliest possible moment while others, when asked when they will reth-e, confident- 
ly reply never. Occupations and the nature of the employer are also factdte 
Persons who are self-employed in small businesses or professional practices do n» 
have any mstitutional pressures to retire and have more control over then- working ' 
tune than thoee who are employees. Stiall firms tend to not have mandatory 
retirement ages or pension plans whiWkrger firms have both. Persons in occupa- 
tions such as college teachinsr are abWto have flexible hours and favorable workSg 
conditions which «icourage later retirement while bluoHSpllar workers in factoriS 
mu^ punch a timeclock and may have.other cqnstramts tod less favorable working 
conditions which encoura^ early retirement 

TTje President's Commission is considering a number of polipy initiatives which 
coulosincrease work incentives and job opportunities for the elderly: 

Elimination or modification of the social security earnings test. ' 
^Alternative work patterns. In order to retain older people in the labor force 
we might encourage par^time work, staggered work hours, and sabbaticals. 
Work sharing is another possibility. ; 

Retraininff. Another approach would be to retrain older workew iAthe labor 
force and to offer increased educational opportunities to accomplishlthe same 
purpose. J P<Mu 

At this point, let me describe \9hy work incentives for the eldertyW so impor- 
tant by ^vmg you some of the pfelimmary results of a nationwide survey on 
retirement mcome questions which was sponsored by the Commission and several 
other Government agencies.*^ 

According to^our^mirvey, w« are witnessing the distuiBing development of a two- 
class system of retirement income In this country. 

One group*of senior citizens lives fairly well in retirement because they receive 
«xnal security benefits and some benefit from an employer pension. 

A second group of older Americans has to rely primanly on social security to 
mwntam a mimmum standard of living in retirement. ^ 
•^e question for national policymakers is: should we, or can we, allow this 
development? 

Let me Ijst a few results of two nationwide polls which verify my point: 
According to the first results of a survey conducted by the Department of Labor 
and the bocial Security Administration, pension coverage in the private sector has 
flattened out. The DOL/SSA survey shows that 49 percent dfthe full-time working 
population m industry was covered by a private pension in 1972. By 1979, ,the 
colferage has only mcreased to 51 percent ^ (see chart 1) " 

According to thejsame DOL/SSA survey, ^l^g. in the private sector has in- 
creased because of ERISA. |n 1972,- 32 percenf of thc^ covered by private pensions 

>The Presidwit's CommiMion on Pemrion PoUcy, the Department ' of Labor, %he Pension 
Benefit Guaranty Corporation, the Administration on Aging, aad the Social Security Admlnis- 
mUon are sponsoring a 51.2 million nationwide, random survey and analysis of 6,600 house- 
holds on retirement ^nconae issues. The first wave of the survey was conducted in October 1979 
Dy Market tacts, Inc. A foUowup' survey on some questions will be conducted with the same 
respondents m October of this year- Final survey analyses on the primary questions relating to 
the impact of social lecurity. employer pensions, and other forms of retirement incomi^on 
personal savinm beluivior and capital formation is being done by SRI International. 
Ad^SatiSn Coverage, 1972 and 197$," Department of Labor/Social Security 
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rpent of those covered by private pensions are actually 

According to a poll sponsored by the Commission, 5?.9 percent of all workers 
expect social security to oe their primary source of retirement income, 21.6 percent 
expect.employer-based pensions to be th^r main support in retirement, onlv 15.1 
ptrcent expect to rely on personal savings, while only 1.7 percent hope their family 
or ^children will support them in vetirement^(see chart 2). 

Our poll alsor found an overwhelming majority of the population, 88.7 f^rcent, say 
that they will definitely, or probably receive social security benefits, 47,8 percent 
anticipate that they will receive benefits from ait employer-based pension (see chart 
3). • ^ 

Qjar survey also found a profound pessimism in this country regardless of age or 
se£,^about their retirement prospects. When asked whether they expected their 
retirement income to be adequate for their needs, 62 9 percent answered probably 
not or definitely not. This response shows that the people are not confident of the 
ability of our Nation's retirement income systems to provide adequate benefits to 
the retired (see chart 4). 

Along the same lines> 51.8 percent of those surveyed said they expected to live at 
a lower standard of living after retirement (see chart 5). 

Without generalizing too much, the survey found that^women are more pessimis- 
tic than men. And, ^Ider workers fcecing retirement are more cautious than younger 
worlrers. * • 

Our survey respondents aren't optimistic about future economic trends /either, 
58.3 percent expect continued, high inflation every year while 61.4 percent forecast 
that the country's economic conditions will get worse (see charts 6 and 7). 

What does this mean for pension policy? Restating my earlier remarks, work 
opportunities for the elderly and individual efforts become much more important 
policy objectives. At present, income from employment is not as significant a source 
of support for the elaerly as it was in the past. Tliat's because of the well-document- 
ed trends over the pa^t two decades toward earlier retirement. Even though many 
pension benefits may b^ actuarially reduced and people expect inflation to continue 
at high levels, our survey shows that 47*5 percent of the working popul^ition expect- 
ed to retire at age 62 or Before (see chart 8). 

In conclusion, let me commend the committee for its interest in this area. I hope 
that the work and recommendations of the President's Commission will add impetus 
to your thoughtful efforts. ^ 
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Chart 8.~A^ ai which respondent expects to quit working full time 
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Senator Chiles. I Would like to start off wit)i this question. About 
the cost of later retirement to the employer^ wouldn t the salary of 
the younger worker be cheaper^JS^at about 'fringe benefits— such 
as health and life insurance — wwi't these actually be more expen- 
sive? 

Mr. Rosow. Part of that statement is true. We build seniority 
into compensation practices in the United States and that is a 
recognition of both the quality, the loyalty, and the continued 
service of people; particularly when th^ reach a point when they 
are not continuing to be promoted. However, in our report we 
make a point of asking employers to, a ifew look at the 
equation. ^ . _ . 

The old stereotype^, that [it ia^ways cheaper to- hire a younger 
woiker, now should be set against the question of what it costs to 
retire an older worker. In other words, 'we say to employers, take 
the pension value of the person jretirmg and deduct it from the 
^ilary and benefit cost of the person rctoaining as an active em- 
^oyee, and that is the net cost effect of keeping an older worker 
versus hiring the yoCmger wprker. We don't believe that this equa- 
tion has been surfaced or oriented for use in industry simply be- 
cause of the way in which the books are kept. The employment cost 
shown on your direct payroll as a manager of a department or a 
profit center is the active employment c<^, and the inactive costs 
that are carried through an actuarial fund are not charged back in 
the books to^the individual operating profit center. Therefore,, you 
have an incentive as a manager to retire an older worker and hire 
a younger worker because the way the books are kept shows a net 
reduction of cost. If the pension costs, were added to the equatidn, 
which part 6f the true cost of the employer as a whole, you get a 
different answer. 

Dr. Sheppard. May I put Mr. Rosow's point on a Inore personal 
anecdotal leitel? I meet pension fund maimers who say they are 

Setting very .irrita1;ed by their payroll ifaanager peers who are 
umping their problems onto the pension i^ind. ^ 
I also want tb add that you have to reckon in the cost^ oC 
recruiting a younger worker, training that ^younger worker 8nd'' 
losing that younger wprker through- high turnover. 'There have"" 
been some case studies on an individuS firm basis showing all 
these costs, and not concentrating simply on a single variable of 
the wages' of the older worker versus the wages of the potential 
applicants; that the problem is not just wages. That must be consid- 
ered. 



Mr. Batten. One>pf,the points that should be made is that in the 
Feder^ r^ations to the 1978. amendments to the Age Discrimi- 
" nation m Employment Act it allows employers to cut off or freeze 
;^ ^ pension accrual after age 65 and an individual who is, hired after 
"\S^t*u ^ enrolled in a 'defined benefit pension plan. 

^ — ^J?urthermOTe, as far as life insurance and disability costs go, an^ 
^ ^ employer is only obliged to contribute the same amount as he does 
for younger workers an^ he can pay the older over^5 individual 
^less benefits. So the disci^minatory features of these r^ations 
tend to mitigate the costs^of hiring and r.etaining an older worker 
and I thmk they should be eliminated. 

• Dr. Sheppard. Mr. Batten should mention— I am sure he meant 
to— that the employer saves money with the 65-plus worker be- 
cause he does not have to pay as much for medicare. v 

Mr. Batten. That is true. * ^ *^ 

Dr. Sheppard. All are requiring their employees ^5 and over to 
register for medicare which saves them a few bucks. 

Mf. KuNZE. Your criterion is the one that employers use as a 
truism and they use it in their ma np ower planning and that is one 
of the reasons why older people Whave difficulties. AfivDr! Shep- 
pard has said, there are many factors involved and m^y employ- 
ers have not even made 4*e effort to find out whether this is 
^-correct or not. Dr. Shfeppard mentioned tumovel* and training costs 
as very unportant, bjit inline industries, especially some occupa- 
tions, you havfe a problem of poor qualify of workmanship among 
your younger people, causing higher rework costs. Whether the 
costs arp higher or not depend really on the company, the product 
and the circtimstances. 

Senator Chiles. In the President's proposal, of course, he hA 
prop^ that we would have.the Employer pay for the medicare 
benefits of employees^pver,65**rhat is-something tihat I opposed in 
^ Committee markup— because any savings that might* 

result from that, I thmk, would work *^as a disincentive if the 
employer was. forced to pdy that;. I flunk that would be one more 
re^n thev would lodTat why they^ would npt hire older workters 
and I think that is the wrpng place to try to get savings. As yott-^ 
•know, we are go&g to be hearing from the pai\el of corporate 
exwufaves to get their viSws.ori these issues and I would like to 
• know from you gentlemen 'what kind of questions you .think that 
we oughftL to be asking them. \ 

Dr. S^EPPAED*. What about asking them to come equipped with 
the ^ry systemic, analysis of the of retiring older wbrkers 
. and fiiriM youniger workers iri. teHRs of the v^etlea we have 
: mentioned? Recruitment costs, Kiring costs, training costs, scrap, 
page and wastage, and callback8.\The.re is certain- absent^ism 
turnover. ^ " . ^ / 

Incidentally, Senator, you know^he way a variety of eqonomists 
can flip-flop on different problems. Three years ago there was talk 
about how we have to get rid of older worl^rs because they are nof 
. veigr^pro^uctive. Now they are talking about the declining youth 
population m the work force, and, that with the aginff of the work - 
force,^ we can count on productivity improving. So I've bfeen aaking 
' .them to make. up their miniis on what is the right -perspective. 

EMC ' ... . ..^5 ' . / 
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Mr. Batten. I think a very important question to lay on the 
table for the employer group is*the kinds of information they need 
to help resolve the issues of the aging worker. For example," section 
3 of the Age Act mandated a large educational program to get the 
kinds of facts and information I have been hearing today to the - 
employer community so they can use those. Now part of that 
depends upon, of course, the Government agencies who are sup- 
posed to sym this up and^eliver it, but one of j;he things to do is to 
simply inventory them. 

Iji many cas^s these age discrimination cases are not deliberate, 
they just happen because of stereotypes, alid because those who 
, make the key:decision simply lack the information. I think if you 
, shared that with the employer group, 'then you don't look at them ^ 
in terms of oyersight but really reaching out to them and saying 
that you and the committee and the Government, as such, want to* ^ 
facilitate older worker needs that but let's hear it from you what 
you need. In many cases a little inventory on what they think the 
critical issues are that they need to know would be most helpful for 
all parties 5oncerned with the positive utilization\ of the older 
worker. - j 

Mr. KuNZE. I would like to have you ask them what policy 
statements their company has regarding older workers, and also 
whetHfer age has. been incorporated into their affirmative action 
programs. Some companies have ^dded ^e to their affirmative 
action coverage. In niany cases, as you gcrdown to lower supervi- 
sory levels, tl^ less-informed supervisors ^re not aware of the Age 
Discrimination Act and related legislation. At higher levels there is 
some awareness of the legislation, but it does not get down to the 
action levels. whei:e the discrijnination actually takes place. V 

One good reaaon for a policy is that people read them. Policies 
are guidelines and are taken"* seriously because many have .been 
burned by not following policies in other areas. One way feally to 
help this whole cause is to encourage top management people to 
issue policy statements on age discri)Bination and compliance with 
the act and also to simply place the age variable in their affirma- ^ 
tive tax programs. 

Mr. Rosow. I misunderstood Mr. Kunze's .comments. As a result 
t)f our survey of the 1,300 corporations, many wrote to us or called 
us and said: ^ ' 

We don't have any sjfecial jrograms for older workers but we are anxiously 
looking forward to your report/we wduld like to look at it in tferms of what we can 

do. r 

^ As we began drafting even the title of the report itself, which we 
originally titled "Personnel Policies for the Older Work Force," we 
realized that that suggested a dichotomy in policy. Our national 
advisory committee of labor, management, academic, and Govern- 
ment people, pointed out that we should talk about all workers— 
not i*^*ide on the basis of age, sex, religion, national origin, or 
anyfnin^^e. We did not want to pit the older^worker against 
aopiebody else, or the younger worker against the 'older worker. So 
in our report, which deals exactly with what Mr. Kunze is piking 
about, we have asked corporations to reexamine all of their person- 
nel policies to eliminate age discrimination that is either overt or 
implicit. For example, in development programs -it may not be 
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stated in writing, but after a certain age, say 45, you are not put on 
the executive development track because the assumption is that 
you are burned out and you are not going to make it. 

That type of thinking has to be eliminated. So we talk about age- 
neutral or age-sensitive approaches, based on tlte kind of informa- 
tion that we are. receiving from biomedics, on the increased vigor of 
people, and on the law, all these things combined. So I wofUld argue . 
for a broader set of personnel policies but not ones that are prefer- " 
eptial toward the oldef worker. 

, One last comment. One of the biggest problems in the eighties 
thfl this Congress, the Government, and thfe private sector miist 
face,' is that the baby boom of the post-World War 11 period is now^s^ 
a middle-aged work force congestion problem in the 1980's. We are ^ 
going U> have a J52-percent increase ih the labor -force* of people ' 
from age 25 to 4^. Therefore, we are facing a problem in the. |)eriod 
of slow economic growth, high energy costs, and high inflation: The 
problem the employer faces is that of a tradeoff, or a rebalancing, 
of the policies that this committee "would seek — and as we in our 
testimony have urged— in the face of thfe demands of the relatively* 
younger, highly ambitious people, who want recognition and ad- 
vancement. * , . ~ . ^ 

Mr. Batten. Mr. Chairman, I think I woufd have to disagree 
with that. If we had a race neutral policy or a sex neutral policy in 
human resources, a lot of women would still be secretaries and 
blocks would still be loading something, or other in the backroom 
or something like that. I really thinlg older workers have seen, this. * 
They have seen the blacks get jobs] they have seen women gain 
advances and they have seen the ChicanSs fnake it. An older 
worker civil rights movement is a real possibility. /With ^ili due 
respect to those over 65, they seem to accept retirement, but your 
55-year-old8 are a different kettle of fish. That is a bad analogy, I 
guess, but they have seen the civil rights movement come and go 
and they are nbt going to sit back. They are a sophisticated grouij 
perfectly capable of spearheading their civil rights movement. They 
learn from ti^e bl^ks and learn from what women* h&ve done. 
Otherwi^, if you don't meelt your older worker fairly and squarely 
in the workplace, you are going to meet him in the Federal district 
courts. - ' • ♦ : 

Dr. WpoDRUFP. One of the questions the CommissicAj is grappling 
with, is pension .accruals for workers after age 65. Proponents of 
• work incentives for older workers have supported the idea of pen- 
sion accruals. I think one of the questions ^hat we would like to 
have addressed by the employer -group would be whether their 
attitude toward workei;^ over 65 would" change if pension 'accruals 
are required. ^ ^ 

The flii^ side of providing more incentives for work is that there 

• are no cost savings tor pension programs themsisjves. A concern 
th^t we have wiwi requiring the accruals is whether that would 
lead to discrimination of workers in those age bracl^ets. - . ^ - 

I might add also that our chairman will *be among the group 
presenting testimony on May 13 and we hope ^also that, he can 

• share with you, in addition to his own corporate policies, some of 
the preliminary findings contained, in the Commission's interim 
report. 

r 
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** Senator Chiles. Senator Heinz. C ' • 

Senator Heinz. Thank you,*Mr. Chairman. 

I would like to ask Dr. Sheppard one question. A3 I recollect, in 
your remarks, Dr. Sheppard, you indicated that there was delay in 
the implementation of the 1978 Age Discrimination in Employment 
Act. Were you referring to^tHe fact that the transfer of enforce- 
• ment responsibility of the ADEA from the Department of Labor to 
EEOC caused, a period of confusion, or were vou referring to the 
other facts? ' 

Dr. Sheppard. I don't'recall having said^at but I am concerned 
about the transition problem. Whep^ referred to ADEA it was 
with reference to our schizophten^ We have this act but we also 
have some contradictory policies. 

1 do believe tbere is much more to be done innmplementing the 
Age Discrimination in Employment Act, for example, an education- 
al program ai^ong employers. I think we have to work on the 
assumption—it is a good working assumption— that a lot of' this 
has to do with ignorance and unintentional behavior and also 
stereotypes. I am convinced most of our decisions and our beha- 
viors are based on images in our mind.'^ 

Senator Heinz. A number of peopte touched on the question of 
whether we should be mOre actively enforcing the Age Discrimina- 
tion in Employment Act and the 1978 amendments. There are 
many ways of going about the enforcement. To what extent do 
you feel, for example— and I ask any of you to join in response to 
this question— is there proper emphasis within the EEOC affirma- 
tive action guidelines for the age discrimination in employment 
questions? • /"^ 

" Dr. Sheppard. In the first place, the act does not require an, 
•'affirmative action program. That could be considered one of the 
weaknesses. * v 

Mr. KUNZE. Correct.yf . 

Senator Heinz. StariTon the left with Dr. Schaie and work across 
with your responses. 4 ' \ J 

Are you urging that age dbcfuninmion in employment be cov- 
ered by affirmative action? Yes or no? 

Can I get a yes or no answer out of anybody? 

Dr. Sheppard. Yes and no. 

Dr. ScHAiE. That is right, the answer really is yes and no. 
[Laughter.] * * - 

Senator Heinz. You gentlemen should be up here. [Laughter.] 
Dt. Schaie. I think there are good 'reasons for a ^yes and no 
answer because in one sense, as has been recognized, aging affects 
all of us sO that at some point along the age scale we, I think, do 
have contradictorv interests. One of the things we have to be most, 
careful about is that we do avoid what may be showing up on the 
econdmic side already as a generational conflict. I think part of the 
real time bomb here is the intergenejational conflict and that is 
something we must avoid. There may be some better alternatives 
for the . elderly? I would argue, yes, of course, there ought to be 
affirmative action but 1 am also concerned about social peace in 
^ our country. I therefore say, wait a minute, let us thinR carefully 
about this. 

Senator Heinz. How much disagreement is there with that s4te- 
ment? ' ^ » , 
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Mr. Battek. a lot. One, have affirmative action programs by 
the Executive order that covers about everybody else imaginable 
from the handicapped to the Vietnam era veterans to blacks to 
Chicanos to other minorities and it does not cover older workers. ' 
Again It gets back to the point of what I said before. Age dtiscrimi- 
nation protection is like half a loaf o^ civil rights. Either we are 
consistent and allow this group of individuals to participate in the 
civil rightg protection of the Nation and especially the affirmative 
action policies of the Government or we ar.e not. As it stands now, 
we are discriminating by denying them access to the affirmative 
action programs. So I think we have to get off the stick and just 
simply be consistent or review our whole social policy and' I don't 
think we^e able to do that. 

Senator Heinz. Mr. Kunze was nodding his head in agreement 
with, what you said. • 

Mr. Kunze. Yes. 

Senator Heinz. Mr. Kunze is a very active member on the NCOA 
and IS not discriminated against and being left off the record here, i 
, Mr. Kunze. I would like to read a paragraph from our public 
policy agenda. 

Dr Sheppard. Excuse me. I want to mention iTntil May 1 I am a 
member of the board of dir^tors of the organization he is talking, 
about. 

Senator Heinz. National — 

Mr. Kunze. National Council on the Aging. 

This is a part of our policy— it is a policy statement, and reads: 

We recommend modification by legislation, if necessary, df uniform guidelines on 
employee selection procedures adopted by EEOC and other Federal agencies to 
include age as a Prohibited basis of discrimination. Further, the President should 
modity Executive Order 11246 requmng afiirmative action statements and plans 
from organizations receiving Federal contracts to include older workers as a protect- 
e<t group. These actions woqld open new avenues of legitimate scrutiny of the 
.treatment of older workers without unduly burdening employers. 

I cannot understand why four departments of the Government ^ 
few years ^o spent all thistime anc^^effbrt on these uniform 
selection guidelines, and negl^ted. to consider age as one of-the 
variables. I cannot understand the reason for that. 
^Senator Heinz, I think that is certainly unequivocal. 
Let s assume for the moment that we are successful, whether it 
IS by increased education and training programs, whether it isiy 
vmue of employers being incredibly farsighted and seeing the 
^ v41ue to them of keeping these more mature, more experienced, 
^ and in many respects wiser workers in the work force as a means 
to improving their productivity by whatever means that we succeed 
in getting more people to work longer voluntarily. At whose .ex- 
pense will that be? Will there^be a^genuine'or a false intergenera- 
tional conflict? Will there be 'fewer job opportunities for younger 
people, women, minorities, entry level jobs, or will there not be? 
What IS likelv to be the case? - 
Who would'like to tackle these questions? 

Dr Woodruff.,! would like to start and then maybe others can 
fill m. 

On the issue of future inteigenerational conflicts, I think we 
have to look at future demographic trends. Future trends would 
indicate a shrinking labor force after the turn of the century. I 
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doo't think we should assume that the apparent younger worker , 
versus older worker conflicts that may appear to be present as the 
baby boom enters into the mainstream of the work fofce will 
always be with us. We can expect in the future' that the number of 
nBw entrants to the labor force will actually decline. I think that in 
the future the real intergenerational conflict potential is between 
those who are retired and those who are in the work force, not 
between younger workers and older workers. 

'Dr. Sh^ppard. I would like to expand on that, Senator. The issue 
is not intergenerational conflict vis-a-vis availabijity of jobs, which 
incidentally is based on^a certain assumption about a fixed lump of 
labor supply theory. The real issue, as I see it, is whether or not 
the younger generation is going to continue to be willing to pay 
adequate support burdens in retirement, especially for groups of 
people who don't have to be retired. In meetings with young people 
and n^ixed-age audiences, I tell them I think, I pray, I hope to God 
you get the^ biggest wage increases you can from youf employers 
because, you are going to need more in order to pay for those who 
are going to be retired who you think should retire to make room 
for you to have jobs. 

Mr. Rosow. I would like .to take a qualified position on the 
affirmative action question. I don't think it is a total unmixed 
blessing and I dont think we should ignore the fact that the 
majority of the American work force is older. When you are women 
or blacks who are not in the work force and you are ,setting up 
tiipetables and goals, you are trying to raise the level, but when 
you already have a preponderance of older people in the work force 
it gets to be, a prefty difficult problem for any management or any 
employer to see how to be equitable purely on the basis of age. So 
then you have to get into very concrete analyses. It is a very, very 
tough problem, and I ,know this is Aot popular with the ^idvocates 
at this table and many people in this room, but the realities of it 
are that it is a trend anddf has a lot of problems in it we should , * 
not oversimplify. ^ ^ 

Second, we should not ignore the fact that the American labor 
movement — I aij^not a spokesman for big labor but v(e had labor 
on our commirtie;— is -not pushing for the extended wofking life. 
They are saying basically; two things. One is, we want better pen- ^ 
sions and earlier pensions.. -In other words, we like the 30-and-out 
philosophy. Second, we fei^l it serves two goals. One is it gives our 
people, many of whom doft't Jike their jobs and are ready to have 
some leisure before they die, a chance to retire and have a pension; 
and it also shares work with other younger people in the declining 
industries, particularly in manufacturing where unionisation tends 
to be heavy. ^ ^ ^ 

I must say I was shocked to find that there was sucK a strong 
position of American labor witTi regard to the extension of working 
life but you can see that this is dealing with a labor market 
phenomenon. We know that in the I980's the labor force growth is 
going to decline frojn 2.5 percent td about 1.5 percent per year so 
we do have a problem of internal competition. 

Finally, as I said in my introduction, Mr. Chairman, Senator 
. Heinz, and Senator Percy, the factor of choice is very important. 
- There are many people in our society who want »to retire or who 
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want to go into a phased retirement or change their lifestyle from 
a full commitment to work, and that choice should be open. We 
argqe in our report very strenuously for the use of incentives and 
for use of choice. 

Let me give one illustration. When a person reacheJ^ the social 
security age of 62 and goes out and starts dra^ying a social security, 
pension for himself and his wife who is also retireo,/that is a big 
drain on the social security fund; but we don't give that person 
incentives under the law to continue working. 

A good question for the employer, apropos Senator Chiles' ques- 
tion to the panel,' is how would you feel if older employees were 
exempt from social security tax when they reach the social security 
age eligibility level and you as an employer were also exempt from 
that tax. That would represent almost a 7-percent incentive to both 
employer and worker. The otPfer thing is that at thg present time 
the law and social security have been amended to give the annu- 
itant who passes up retirement and stays working a 3-percent 
annual increment for copttnuing to work. That is far belpw the 
actiuarial savings to the fund and I would recommend that the 
Congress look at improving the incentives for older people to 
work— economic incentives— and to make the choice wider and 
more elastic and to make those incentives also available to employ- 
ers. So I am for the use of enforceifient. * 

Senator Heinz. My time has expired,* Mr. Rosow. I think you 
make an excellent point. I suspect that we would be well served to 
realize that we are talking about two rather distinct issues, at a 
minimum. The first is, how do we structure Wtiat we have in this 
p(5tmtry to encourage thos6 people who want to work, to work from 
ag:e/65 to age x, which currently may be 70. That, I believe, is a ^ 
critically important* question. ^ Perhaps ev^n more important tlfan 
my second questidti, which in terms, of actual numbers of people, is 
what (do we do about age 70 as the cutoff for the extension of the Age \ 
Discrimination in Employment Act provisions? 

I don't ask any of you to comment on this, but I v/ant to state f^r» 
the record, I think that the second qiiestion will require a consider- 
able amounf of .careful thought to determine how, or whether, or, in 
what way we should address the issue of qualifications, standards, 
^ objective criteria-*-if any— by which we would judge a bona fide 
means of an employer brin^jjE about retirement. There is a con- 
flict in the panel, I sense, oiP^ether We should or should not have 
objective criteria. U is a legitimate issue and an extremely difficult • 
issue, ^nd I hope th^t the committee will find the time to address 
it, if not tod^y, on another occasion. 

I can ima^ne the equivalent of OSHA, Occupational Safety and 
Health Administration, laws' We have massive books of guidelines 
of exactly how you address jobsite iS^ety, and I could imagine 
almost-^and I do not say this with great welcome in my heart — a ^ 
similar heavyhanded approach to regulating employment of older 
- workers. I don't know what the right answer is, but in fairness to , 
Senator Percy, I cannot give you the opportunity to ^•espond to 
an3rthuig I have been saying. I want toi raise the issue, and then I 
am going to let Senator Percy deal with you and it. 
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STATEMENT BY SENATOR CHARLES H. PERCY 

^nator Percy [presiding]. Thank you very much, Senator Heinz. 
If any of you would like to put into the record comments in 
response to Senator Heinz' question, we will keep the record open 
for that purpose. 

The subject you are dealing with is extraordiiiarily important. I 
have grappled with it' all my corporate life-^ruggling to find 
answers. Now We have a whole new set of circunfstances. Ruinous 
inflation is destroying' people s ability to retire in comfort. Cer^ 
tainly the primary consid^ation in workers deciding whether or 
not to retire is the adequacy of their income level, no question 
about that. v 

So I have two questions to puf to you. The first one deals with 
lack of portability^ of pension credits. A mobile worker is likely to 
receive a smaller benefit from a given pension than the worker 
who stays in the same job. This is due to a variety of reasons such 
as the worker was not on the job long enough to be vested in every 
pension plan. What steps need to be taken in the short term or the 
long term to provide increased portability of pension credits? 

Mr. Rosow. Our study« Senator Percy, looked at this question. I 
was disappointed that our advisory panel was so split on this issue 
because of its controversial character that we were unable to come 
• up with a concise recommi^ndation. Speaking for myself rather 
th'an for the institute report, with my background in both Govern- 
ment and industry, il believe you are touching on an extremely 
important problem to improve the productivity of the Nation and I 
beUeve that as we have increased vesting under. ERISA we have 
failed to really look at the potentials for portability. 

I see two things happening. One is that with the broadening of 
the wagp taxable ^ base under social security there is a growing 
possibility that if the present 1978 amendments remain in effect 
without Congress backing down on those high tax rate^, when we 
get to the taxable wage base of $42,600 by the year 1987 we could 
well have preempted a great part of the private sector pension 
coverage and in effect ha^ created a national pension base with 
built-in portability depending on what happens to salary trends 
over^the period. * _ • ' 

Second, I would urge, apart from that, for more experimentation 
with portability. For example, in thrift and savings plans, one of 
our proposals to the ^Congress and the Treasury is* to allow workers 
. who leave a company to take their thrift and saving plaft' and 
establish an IRA account with a bank or brokerage firm that would 
qualify as a partial type of portability. 

I, think portability is very critical to productivity. We have a lot 
of evidence that employers are beginning to realize that many 
people in their forties who have topped out on their career won t 
leave .because of tfeeii- pension investment and therefore they are. 
working at half level. They are not very happy, the company is not 
very happy with them -and they carry this problem on and on and 
on simply because of the pension. 
Senator Percy, And the nonpo>tability'. 
Mr, Rosow., Thejionportability of th^. pension. 
Siertator Percy. Thank you, Mr. Rosow. 
Dr. Woodruff. * 
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Dr. WoOBRUFF. Yes, Senator. One of the toughest questions that 
we have been addressing at the President's Commission, has been 
the^ question of whether any ^ way can be found to increase our 
reliance on the advance-funded private sector pension system and 
to decrease the dependency on a pay-as-you-go system. We have 
]>een looking toward the private pension sy§tem because of all the 
demc^aphic problems that were raised and discussed earlier here 
today. Last week we ^sponsored a roundtable discussion on the 
qu^tion of whether we should recommend a universal private 
pension system that would include as part of the proposal, a porta- 
ble benefit for all workers. One of the problems in trying to design 
portability in the priyate sector is the low amounts of coverage in 
the private sector that I mentioned in my prepared statement. In 
the private sector, someone may have a benefit, move to another 
employer and that employer may not have a pension program. 

The questions of portability I think must also address':this prob- ^ 
lem of low levels of coverage in the private sector. We are strug- 
gling with the question of how, t*hrough voluntary' means or possi- 
bly, through some mandatory, system, we can make the private 
-pension benefit system more universal. That still does not address 
the question of inflation protection. 

Currently the' social secifllty system is inflation protected; As 
vou know, most private sector pension programs do not have tHat 
kind ofprotection. So I think that is another problem in addition to 
portability, that we need to address. We want to see a greater role 
for the private sector pension -system in helping to cope with both 
problems. . 

Senator Percy. Under durrent law, employers participating in ^ 
qualified pension, ptos may not make contributions, to individual 
retirement accounts. * ' i 

Dr. Woodruff. That is right. . ' 

_i§enat6r Percy. From what I have ^n\l would like to see them 
able to contrit)ute to an IRA as well. Wh^ would be the impact of - 
allowing pension plan participants^to contribute to IRA's? 

Dr. Woodruff. That was perinitted for^ bWef period in the early 
s^toties immediately preceding the enactment of ERISA. ERISA ^ 
essentially took away that option. There is some evidence in 1972, 
in 197y, that a large number of new plans wfere in fact formed. It is 
unclear, however, whether, employers decide^ to establish plans 
because there was some cost-sH&ring with the employees or Wheth- 
er the employers weire establishing plans in anticipation of the 
enactment of ERISA. We are looking very seriously at that ques- 
tion and are likely to make recommendations on whether employ-, ^ 
ees should be permitted the same tax treatment .on their .'dontribu- 
tjons as are employers. 

Senator Percy. Because of the distinction of this panel, I would 
like to get your judgment on one issue. There is a widespread belief 
that retirement benefits for public sector employees are^substan- 
tially more generous than for their private sector counterparts. Is 
^that assumption correct? 

Dr. Sheppard. Yes. - / 

> Dr. ScHXiie. YjM. , . , 

Mr. Batfen. Yes. 
, Mir. RosQW. Yes. , ^ 
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Mr. kuNZE. Yes. . ^ 
Dr. WooDRUiJ^. Yes. • ^ • 

Senator .Percy. So it is a unanimous vote- on that particular^ 
score. 

I woild like each of, you to submit fpr the record proposals, that 
would ^low individuals to prepare n^feejwdsely/or their owri"re:_» 
tirement and not rely solely on Gfovcnrnment's help. My own experi-"" 
ence is that the people who organized their lives tne best and made 
.adequate preparation for retirement were also the most qualified 
and the ones you would have liked to retain. They thought ahead 
and planned for their retirement. Titey were able to leave as soon 
as they could. Then, there were the-fmes that didn't plan for their 
retirement years. They thought somehow they were ^oing £o be 
taken c^re of by their children or by social security. Unfortunately, 
they were the ones, that were not prepared* to leave. Ultimatelv, 
they left under compuflsory retirement rules. It war a terrible 
hardship on. them . 

What is going on now ii> the field to better prepare people for « 
retirement? In 1950, when I was heading a company, I was faced 
with this dilemma of people on' retirenient and not ready for it. We 
started a comprehensive retirement pro-am that included counsel- 
ing and seminars in the .evenings. 96^ireni6iit was set at 65, with ^ 
an extension in some cases to age - 68. Now I believe we have* * 
extended retirement age to 70. . ^ 

In looking back, I believe that training progr^ was\^ extraor- 
dinary experiehce. The' spouses all participated. We* held It in the 
evenings. Many times people*caliie to me and said: \ 

We were facing this dilemma with fAfir. Heve we are, husband and wiC^and vet 
we have never dared to talk about the problem. We never dare<^ facing up to what 
our relationships would be with our children. Where we^would live? Wi»t would we 
do? 'What about OuV health problems.? >^ 

I would like to be brougljt up to date as to what is happening to, 
properly prepare . people for retirement. If you would not mind 
taking the time, we 'will keep the record open for a period' of 2, 
weeks.^ . • . 

I deeply appreciate j^our being here today. I know that those 
members of the committee that could not stop by will* benefit 
greatly from reading this testimony. \ 

If there are no further comments, tKe meeting is adjourned. 

[Whereupon, at 12:17 p,m., the committee a^jotii^ed.] 
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MATERIAL RELATED TO HEARING 



^??^NING RETIREMENT: IDENTIFYING WORKERS WHO MIGHT 
DEBT^^LABpR FORCE WITHDRAWAL," REPORT PREPARED BY DR. 
HAROLD L. SHEPPARD » FOR THE GENERAL ELECTRIC FOUNDATION 

iNTRODUCnON* 

Retirement age policy as an issue for policy debate in the United States has 
eirorged for a number of reasons; including the belief by many Americans that the 
right to continual participation in the labor force without r^ard to chronological 
age, or at least that 65 is too young an age to be used in any compulsory retirement 
age pohcy; and the opposite tendency among others, that older workers should 
5® JSi?^ younger workera. Both of these contrasting beliefs are 

tempered by the prospects of an increasing eponomic burden on a declining working 
population, relative to the disproportionate growth of a nonworking, retired worker 
population (and that population's dependent^, and on the public and private institu- 
tions associated with the process of retirement income and services to th^ elderly. 
•Innation, too, nmy be affecting earUer plans for retiring at yo^^ ' 

^.ficcasiomaiy, the notion of a later retirement age has been introduced in discus-* 
sions and debates over the general issue, as one means of mitigating the potential 
, cost mcreases. The rcasonmg behind the notion is that it is more feaable to support 
rJ"^®''* ^ larger, population of-retirees. A critical question evoked by 

this idea, of course, is how to bring about or achieve such a revensil, or slowdown, of 
current early retirement trends. Raising the age at which an in'dividual is eligible 
for fun benefits under social security (now 65) may be one logical approach but it is 
fraught with political booby trajw. A subtle (somewhat covert) redefinition of what 
wnsUtutw fuU b(enefits--cuh^ in social security retired workw benefits 
below what'^ould have otherwise been paid without such redefinition— is another 
approach, which is beyond the scope of this report Certainly a continuation of the 
current high inflation policy (sometimes at a double-digit rate) can be expected to 
cause many persons to think more than twice about any previous plans or desires 
for early r^tarement, although this is obviously too high a price to pay, and no one 
advpcat^abpve-nonnal inflation as a way out of anything (except as a means of ■ r\ 
paying ofTolder, fixed payment debts). - *j f 

But what ^ut thetoncept of incentives— of offering a bonus to workers Jto delay 
l«tirement after, say, 65, at a rate still below that which would be counterproduc- 
tive, as far as the solvency of the social security system is concerned? Whfle it is 
poesible that a policy of very gradually raising the, age for - full benefits might be 
mtraluced m years Uf come, a retirement-pjoetpohement bonus would entail fewer 
pohucal pitfalls, and m any eyent, is more in keeping with American traditions of 
not forcmg, but motivating, individuals and organizations toward socially desu-ed 
ends. • » 

The -purpose of the analysis in this report is to identify those types of worker 
who would be most likely jto respond to such an incentive, with a special empli " 
on ira^cations of the research fmdings over the next^lO to 20 years. The dat 
uenved^from a selected subeample of nearlv 1,000 men and womerr 40 to 69^ w«« 
^Sroo interviewed in two American metropolitan ai^ism 

1978, San piego-an,d Denver. The original study was sponsored by the.Admirifetra- 
tion on Aang; under a- grant to the Center on "Work and Aging, of the American 
Institutes. for Research.* . ^ , 

The 'subsamplepf approximately 660 persons, consists of 'only those workers who 
^?B!?jP"*^"Hy eniployed, without any break in* employment, over a period of. 



without any break in 'employment, over a period of. 

i Environment and Older Wofl^HfQ) 
Institutes for Research, April 1979. 



* See statement, page 8. 

» Harold L Sheppard and Sara E. Rix, "The Emplcwment Environment and Older WofiBN9) 
Bxpenences.^ final report, Waahington, DjC.: American institutes for Research. AOril 1979. 
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roughly 3 years. Those men and women wKo were recently .retired, or with any 
unemployment experience in th^ same time period were excluded from the analysis 
for this report, in order to wash out any possible influence of the dilTerences in such 
experience. We are dealing here, therefore, with what might be considered the 
Mainstream of American workers, although there is always the possibility that the 
San Diego and Denver subsample for this report may not be exactly' representative - 
of th6 total U.S. mainstream labor force. We have no reason, however, to believe 
that these workers are unique or atypical, with respect to that national labor force. 

1 The proportion of our sample of men indicating that a bonus for postponing, 
retirement after age 65 would be effective in doing so was 42 percent, slightly 
higher than the proportion of women— 3^j)ercent— also reaprting that they would 
postpone retirement if such an incentive were possible, nespondents were first 
asked if social security's scheduled 3 percent for each year full benefits at 65 are 
; postponecTawould be enough for them to thmk about postponing retirement Second, 
/ H* they said "no," they were therl asked how much of a bonus would be enough for « 
them to consider retirement postponement, jlespondents saying "yes" to the first 
; question, and providing some figure in answering the ,gecond, are defined he?e as 
meeting our first requirement for ^ndidacy for retirement postponement. 

2. Primarily as a means of improving the chances of isolating the more serious 
respondents withm the group of workers indicating they would be interested in such 
a postponement bonusi we added a second requirement, namely that they approve of 
the legislative proposal to raise the allowable mandatory retirement age from 65 to 
70. The respondents were asked their opinions in March 1978, before actual passage 
of those amendments Compared to the respons^ to the first queslkion, sut^tantially 
higher proportions 'of both men and women Approved of the proposal. Among the 
men, 65 percent approved, compared to 72 pe;*cent of the women. Considering the 
fsft that no more than one-fifth of the sample were employed in establishments 
with a fixed retirement^age policy, these high-proportions approving of the increase 
in age suggest that the principle involved has a wide appeal that goes beyond the 
individuals own employment situation^ 

3. But our focus in this report is on*a typology based on the combined responses to 
the two questions, especially those men and women who (1) would jx)stpone retire- 
ment with an appropriate incentive and -(2) approve of the general principle of 
raising the legally permitted age of mandatory retirement. (See table 1 for relation- 
ship between the two criteria.) When both criteria are used, the proportion of what 
we might consider as candidates for postponed or later retirement is considerably 
lov?er than those reported above for each of the two separate criteria. For both men 
and women, the proportion is approximately 29 percent (nearly^ 200 persons). In 
other words, 29 percent of the men and women would postpon'e retirement and 
approve of raising mandatory retirement age.^ * - 

' TABLE l.-RELATIONSHIP BETWEEN ACCEPTANCE OF RETIREMENT-POSTPONEMENT BONUS AND 
APPROVAL OF INCREASING MANDATORY RETIREMENT AGE 

' Approve o) OiS2pprove of 

ag« tfiaease age mease 



Men - 

Wojld accept bonus (pefcent) \ , . 48.3 30 8 

Niihiber of cases .J , 230 ^ 120 

Women - • ' "* 

Would accept boflus (percent) ^ 4 . . / 41 2 295 

Number of cases , „ „ * 204 - 78 



Our purpose here is to present the rates, of candidacy for retirement postpone- 
ment by selected economic, demographic, attitudinal, and other characteristics. For 
reasons that will becm^^ clear as this presentation proceeds, men and women are 
treated sepijrately, fSr'the addHional purpose of ascertaining ort which characteris- 
tics the men and women in our sample are similar, and (Jn which they differ from 
each othei; As we shall see, the variables that explain the^differences among men 
alone are not always the same as those that explain those among women. 



While not treated separately m this report, we should note that approximately one-fifth of 
the total sample of men and women were (IJ not interested m any incentive for postponing 
retirement and (2) against increasing the allowable mandatory retirement age 
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Economic and ^Demographic 
industry 



For both men and women, workers employed in such service industries as busi« 
ness and repair, personal services, and entertainment, had the highest proportions 
(above-average) otcandidates for postponed retirement (table 2). Among the workers 
m finance, insurance, and real estate, only the women had an above-average candi> 
date proportion (39 percent). 



TABLE 2.---CANDIDACY RATES BY INDUSTRY 

(bi percent] , 



8u$«css, 

Ccwtruc. lUmrfac. W^^, ^ ^ 

^ tnS^. ^* !^ 



, meflt 



Men 287 150 289 27 3 26 8 296 -50 0 36 5 30 7 

Women. 287 12 5 16 7 30.6 39 1 360 333 143 



Few men in the construction industry would apparently opt for postponed retire- 
njent— only 1§ percent could be classified as candidates, in contrast to 29 percent of 
all the men io pur sample. Contrary to our own expectations, the proportion of men 
in manufacturing who were candidates for postponed retirement was identical to 
that for the total male sample, about 29 percent, while the female rate for manufac- 
turing was the lowest for the entire sample. 

The proportions- of the male and female 'candidates for postponement— when 
compared to ^e noncandidates— curiously point to contrasting industry profiles, 
specifically regarding employment in the service industri^ of the private sector: 

PERCENT IN PRIVATE-SECTOR SERVICE INDUSTRIES 



- - " -"^ 45.0 ' 77,0 

' ; , 85.4 67-7 ' 

— ■ » 

* . ^ 

Th4 is, while the proportion of male noncandidates in such industries exceeds the 
proportion of male candidates in the same industries, the opposite is true among the 
women. . ' . ^ 

.OCCUPATION 

The unexpected finding about men in manufacturthg *is probably a function of 
occugatioif more than of industry. Manufacturing is not syn^ymous with blue^ 
collar, and when we examine directly the blue collar males and females, we fii^ 
that the proportion of such pereons who are likely candidates for retiremenf- 
postponement IS the lowest for all occupations (tablQ 3). Among the meh in th^ 
sample, only 22 percent oftithe blueK»llar workers in contrast to, 39 percent of the 
Ipwer white^ollar men (in sales anji clerical jobs) were later retirement candidates 
The corresponding percentages am'orjg women were 19 peiient (forSlue ctUar), anti 
ifiz percent^for -lower white-collQif workers). ^.^ ^ , , 

^ . ' ^JABLE3^CAND1DACY RATES By OCCUpAfl^N / 

(Inpefcwtj * \c 



Professwiil, Other whrte * S«vic« 



ft 



- / '31«' ,*28i 394 220 ' " 250 

WortfeiV..- ...V... . 28.7^^ *29S^^ 3601 3L6 ^ 185. 21.1 
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INCOME 

Assumyig that annual familyMncome of workers has some influence on future 
income as retirees, we sjiould expect to find that lower income persolis wHl tend the 
niost to defer^withdrawal from the labor force, and to be most attracteil* to incen- 
tives to remam in the labor force. That*is, of course, what we found in our sample, 
regardless of sex (tabl^4). Comparing worker^with under $20,000 and those with 
$20,000 or more in annual family income, about one-third of the lower income 
group, but only, one-fourth of the higker income group, were candidates for retire- 
ment postponement. { 

TABLE 4.-RATNr FAMILY INCOME LEVEL ' 

tf» ' (iXpercefvtj 







a & 


Under , 
$20,009 


$20,00ap{u$ 

L 


Mefl 


f 




331 


255 


Womeft 






. - 322 


254 




' 









The importance of income is much more pronounced,* especially in the case of* 
males, when the* focus is merely on the financial incentive or bonus for postponing 
retirement, without consideration of the retirement-age issue. More than 50 percent 
of the men with less than $20,000, compai^ to only 37 percent of those witli at 
least $20,000 annual family income, were interested in a bonus. Even among 
wojnen, the dafe suggest that the critical determinant is the bonus factor, rather 
than approval-disapproval of the .extension of the allowable mandatory retirement^ 
age. In fact, attitudes about this issue seem^ot to be related to income at all. 



The age of th coworker appears to provide no explanation for any differences in 
candidacy for postponed retirement (table 5). TJiis is clearly the qase among the 
women in our sample. If there is any relationship of age' to potential retirement 
postponement among men, it is in an unexpected direction. The younger the worker, 
the greater the odds -for being a later retirement candidate: 35 percent of the men 
under 45; 31 percent of those 45-49 years old, but only 26 percent of tl^e men 50 and 
older, were candidates. But such differences were not provea to be statistically 
significant. . ^ 



TABLE 5.-RATE BY WORKER'S AG^ 

{in percent] ^ 





— ^ 




40-44 , , 


45-4a ' 


5^54 


55-69 * 


Men „ ... rr^ . . 

Women . . 


y 

M 




^ 35.4-- 
246 


30.8 
29.9 


^5.9, 
28,8 


• 257 

,307 



GitHjl^ current controversy over the possible. effect of the recent amendments 
to th^Age Discrimination ya Employment Act on the job chances of younger 
workers, some additional findings should be reported here. Any definitive 'Conclu- 
sions, however, must be tempered by the fact that our sample here consists of 
persons no >gu|ger than 40, but nevertheless it ^ight be argued that workers as 
"young as 40-44, for example, coi^d feef th^t their promotion changes would be 
limited by any extension of the allowable fnandatory retirement age. 

If this is the- case, we should eicpect to find that younger workers in our sample 
would have the lowest approval of the shift from 65 to JO in mandatory retirement 
age. Contrary to such exp^jtatiops,. however, the younaest group of men in our 
sample— those 40-44 years old—had the highest rate of Approval, 75 percent, com- 
pared to 63 percent gf all other men in the sample. This difference in proportions 
was statistically ^gnificant at (he ^5 level (table 6). * 
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WBLE 6.-l»ERGENT AGREEING WITH INCREASE IN MANDATORY RETIREMENT AGE, BY AGE AND SEX 

OF WORKER 



W-44 45^ 50-54 * 55-69 



»«eB„.'™„ 747 'SS.e 67.1 63 8 

Women , : 71.0 758 61.1 81.4 

The picture is a somewhat oppogjte one among women: The oldest group (those 55 
and older) had the greatest tate of approval— 81 percent compare^ to only 69 
percent, 6f all others Under age 55, But, nevertheless, the youngest group of women 
(those' 40-44) did not Have the lowest approval rate, contrary to wKkt might have 
been expected. As in the case of men> there was no unilinear relationship among 
women between their age and approval or disapproval of the receht ADEA'amencl- 
ment. • 

, In other words, our findines do not provida support for the notion that compared 
to older ones, younger workers oppose the 197o legislation because of any self- 
interest in the jobs that older ones occupv. 

But even move directly related to this i&sue are the responses to % question 
explicitly designed to measure extent of agreement with thfe notion that older * 
workers should retire in order to provide \ opportunities for younger people. We* 
explicitly asked our respondents, in - early 1977, whether they agreed with the 
folloiring statement: "Older workers should retire when they can, so as to give 
younger pfeople more pf a chance on the job." 

The results were, Co say the least, surprising. If there is apy relationship of the 
worker's age to his or her position on this question, it was opposite to what might be 
expected— the older workers approved in proportions greater than the younger ones 
(table 7). 

TABLE 7.— PERCENTAGES AGREEING TjHAT OLDER WORKERS SHOULD RETIRE TO GIVE YOUNGER 
PEOPLE A CHANCE, BY AGE OF RESPONDENT " *' 



. • — ^ 






40-44 


45-43 


50-54 . 


55+ 


IktiJ. _ 

^Wo(wn ' — .Jt 




z;^ 


350 *^ 
42.9' 


« 462 
37.8 


46.2 
^7.2 


49.5 
50.0 


» Total... «. 






38i • 


43.0 


46.7 


49 7 



• The positive relationship between age and agreement with the above statement, 
rather than an inverse relationship, is clearly suggested by the data on the response 
^of the men> as shown in table 7. But the main point is that the youngest workers 
WIpre not the ones with the greatest support for a poli^ of retiring older workers to 
give younger peraons more oppoVtunities on the job. This finding is consistent with 
the previously discussed results on the question about, approval-disapproval of the 
new ADEA^legislation< ^ , - ^* ' L * 

Such Unexpected finclings deserve fa^ more attention than we have given to thep 
•here, and in future aiialyses^e'^ope tg-find some explanations for Such contradic- 
tions. The contradictions, to be sure,/ may only be due^ to some fallacy in our own 
assumptions ooncemiog the motivations and values of individuals. The^fin dings are 
une}|^pected only if one assttmes that they are driven primarily (if not exclusively) by 
short-term self-interj5st, more specifically, that removal of persons other than them- 
selves from employmfiit rolls enhance their ojvn economic opportunities, and hence 
should be endorsed. ^ccoi;idirfg to such an assumption, then, younger workers would 
be (1) morp against any extension bf comp\ilsory retirement ages, and (2) more in 
favor^ of older workers retiring when they can— because of the impact of jSuch 
positions <Hi their own employment and promotion chances. ^ ' * 

Oil a sp^uJative level, the fact that our data did not verify the assumptions may 
be due td the po^ibility that younger Workers (fit lea^t those in th^ir young forties) 
are* more altruistic* than otherwise believed, and/Or concerned about- how a given 
policy or practice has long'temt^rsonal consequences, i.e., .that .th^y^ as they 
^ themselves become older workers will benefit from an extension of mandatory 
retihmfient age,' and fronr labor market or personnel practices that* dp not foree 
tltem jto retire simply to create vacahcies for ybiinger work%. 
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It should ""not be surprising that candidates for deferred retirement (males and 
females alike) had the highest percentage rejecting the suggestion that older work- 
ers should retire to make roohi for younger ones. Expressed in different terms, the 
greatest candidacy rate is among those workers^ who disagree Strongly with the 
suggestion. Slightly more than 46 percent of the men and women disagreemg 
strongly vyere later retirement candidates, compared with only 5 percent of the 
workers who strongly agreed' For the workers agreeing or disagreeing but not 
strongly, the candidacy rate was nearly 30 percent. 

Table 8 

Later Retirement Candidacy Rate, by Agreement or 

Disagreement on Need of Older Workers to - 
Retire to Make Room for Younger Workers 



Strongly 



Strongly 



No. of 
Cases 



Agree Agree Disagree Disagree 

29.4% 46.4% 



Candidacy 

Rate 5.0% 29.6% 



(40) 



(257) 



(337) 



(28) 



p<.01 

Age, to repeat, is apparently not related to one's position on this critical issue 
concerning the use of retirement as an Integral part of an employment policy 
designed to enhance job opportunities fSr younger workers. What we did find as 
being influential in the worker's position regarding that issue werei.(l) Whether the 
individual was in a labor market area with high or low unemployment rates; and (2) 
the individual's own employment experience. * ' 

|n'our larger report for the Administration on Sgiitg (the sponsor of the fieldwork 
from which the data in this report were derived), we carried out aq. analysis that 
found that (U Among the workers in the group forming the basis of this repo*rt*s 
analyses— the steadily emplo^gd— agreement with the i>oUcy of retirement by old^ 
workers to make room for vounger ones w^ coi\siderably higher in the case of tfie 
workers in the high unemployment area (San Diego) than it was among those in the 
low unemployment area (Denver)— 48 versus 41 percent; and (2) workers with an 
unsteady employment record— especially those steadily unemployed during the 
entire course of our 16-month longitudinal study— had the Jiighest level of agree- 
ment with^such a policy. 

The employment environment, and n^rsonal employment experience, rather than 
the age of the worker were, therefore, among the relevant factors that influence 
workers' attitudes about requiring older workers to retire in order to cr.'ate better 
opportunities for others 'In this connection, it is an interesting commentary oil the 
American scene that during our most recent recession periods, few, if any, voices 
were heard that advocated legislative action ^ provide earlier retirement under 
social security as a means of solVing thfe unemplojonlnt problem. It is interesting 
es"peci/jlly because such advocacy was and stilj is prominent in several European 
countries, and especially because the overt impetus for raising the allowable comr 
pulspry retirement age* to 10 emerged in Congress during the 1973-75 recession. 

" ^ ► MARITAL STATUS 

Qiven the fact that nearly all of the men in our sample were married* (94 percent), 
it is difficult to draw any conclusions ^bout the role in maltrol status on the 
retirement-postjfionement tendencies among them (table 9). There is a suggestion, 
however, that non married men are more likely to have such tendencies than the 
marri^ ones. Among married rften, slightly less than 29 percent were delayed- 
retirement candidates, compafed to 36 percent of the nonmarried ones. 
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Table 9 

Candidacy Rate by Marital status 





Married 




'^Not 


Married 










Sej/. & Div 


Vfidowed 


Never 
Married 


Men 


28.8' 


36.0 


— ■ c 

XXX 


-T ■ 

XXX 


XXX 


Women 


25' 0 


36.1 


29.1 


45.2 


45.5 


TOTAL 


27.4 


36.0 


XXX 


XXX 


XXX 



p<.02 

wi?h\?^»jf^Ti^'''f ^"""^ however Only two-thirds were married, 

^mDiJSl tS •?i?^nA'??vf ""^T"^ percent were candidates 

compared to 36 percent of those who were not married (i.e., separated, divorced ■ 

pined, 'ilver&^t, of the married workers, and 39 percent of all other workers 
tShe^^!^''"^**"' ' '^^"'^"'^ proved ^tistically sUificLT at 1^ 
To the Mtent that wofflfen incfeiingly become members of the'labor force, and 
over tune (as they become older) may. remain unmarried throiSiout^heir liveTto 
an extent ereater than in the recent past, or become divorcSd^d widS i? may 
be reasonable to project a future in which current retiremlnt age^idw ma^te 
IMS accepted than previously. If remaining unmarried also devlfoSs ^Ing men 

portrait of the future, are both economic and psychological in nature. Married 
fin"„&^'^- P^*^!" °f ^'''^ are in the labor fo?^, ter/^have a hXr K of 
financial retirement resources. Conversely, nonmarHed MrsonT with fewer, of such 
irr^;r/?f^ 'f "i **" ^T^^ psychological Ss' &c^„t'nu- 

in^Uie aSe°'oft?S^^^^^ '^-^"^ ^-^^ at work 

EDUCATION. 

Our-findingp on the relationship betjw&n years of schooling and candidacv for 
postponing retirement simply confirm naSonkl and smaller sLp^e onTaW 
force particiRatiqn and retlrement.rates by lev^of educatioTfuch dTta shcw^^ 

wo]?^''In^n*?f™*!^^1"^l°■*'^'^^^ '^^^ a«»°"g higher eduM men 

^ ^ Si^nuenTn^fK* '^'^tionship is C9nfiriped even when education is 
™""ence on the two measures used in this report as an indicator of 
intended retirement postponement {table 10). maiLator 01 

- TABLE lO.-fiATE, BY EDUCATION 

CBy petwiij • 









• 


Under 12 yn^ 


degree 


1 or more 
years of 
coOete 


Men....„ „. 

Women 








I9J- 


296 


' ! 32.1 
31.3 












298 


* 



r^l^jA^"^^^^-^^^?}^^^ findings is that there is virtually no male- 

at S"rv'Lr'°of I'llLp'tl*''^ f^°?^- Among menT^d wS 

win at least 1 year of college, between 31 afid 32 percent are candidates for 

^0"*,^::^^."^ irP""""^ 30,?ercent for those'^Th a high*Shod S£ 
yeara oJ^acKooTih^ -° '^^ °^ ^th less th^l2 

^^pwJ^A''' ^^^^^ t^'e- rising educational levels of workers in future decades 
reacl«i% what we now call retirement ages (because of the bigh levels of 
younger workers) will tend to be a tempering infiuence on jfii^ other factoretta? 
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are typically cited as major influences in the retirement deciSion, such as a growing 
level of social security benefits and private pension amounts. That is, while it may 
be true that such influence (or incentives) are importaat determinants of retirement 
rates, we cannpt rule out the emergence of counterv'iiling variables, such as the 
growing level of years of schooling which operates in the opposite direction in the 
complex, of factors that affect the age at which workers withdraw from the labor 
force. Coupled with presumably higher levels of health status and with the pros- 
pects of continued high inflation rates, the improved educational levels of workers 
in future years", may indeed modulate the opposite influence of the other factors 
that have, in. recent years, served to accelerate rates of retirement. . 

DEPENDENTS 

In much of our research we have been interested in the issue of how much* 
influence the number of dependents has on the retirement intentions and expecta- 
tions of workers, especially of family heads. Among all the workers in- our sample 
without any dependents, only 22 percent were candidates, compared with 33 pe^^cent 
of those with one or more dependents (p<.005). The relationship between absence^or 
presence 'of dependents to candidacy for later .retirement is especially mark^ 
among the men in the sample (table 11). In the case of women, the cutoff point is*' 
clearly among those with three or more dependents^among such women, nearly 46 
^percent are later retirement candidates, compare^ to only 26 percent of those with 
twd or fewer dependents / 

^ Table IT. 

Rater by Number of Dependents 
^ (in percent 



Men 19.0 
Women 25,. 2 27.4 45.7 

TOTAL 22.0 ' 33. 3 

This analysis, of course, does not take into consideration the age of the worker, 
but we still are of the opinion that the total number of children ever bom and 
reared by workers affects what we call their retirement resources. The greater the 
number, the lower such resources. Furthermore, even though persons in the future 
reaching the current retirement ages can be expected to have had fewer children 
than their counterparts in recent years, we might also expect that they will have 
children at an older age, i.e., a postponement of childbearing to an fige later than is 
currently the pattern If that is the case, we can expect a' higher proportion of older 
workers with children still at home, in collie, or only recently having moved out of 
a dependent status^ll affecting the financial capacity of such older workers to 
•retire. - ^ ' 

Furthermore, reduced financial responsibilities for children are not necessarily 
arithmetically reduced per fewer child in a family. According to Paul Demeny of the 
Population C:ouncil, "Parents might have 'smaller families and -yet spend just as 
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much in total on children, or even more than when larger families were the 
norm. * 

PENSION COVERAGE 

We hadywcpected to iind that workers without any private pension coverage (over 
and sitj^ social 8«nirity) wotfld be_more Ukejyjto^ be candidates for retirement 
postponement But our data did not definitively confirm that expectation. Among 
the men in the sample, coverage versus no coverage made no difference at all. 
There was" ^ slightly higher proportion of women without such coverage who were 
candidates (33 percent), but this proportion was not clearly statistically different 
from that among women who were covered by a pension (25 percent). 

We should' report, however, that when the focus of analysis is on the bonus 
variable alone, a difference in percentages in the case of women does not appear 
(table 12). Only 33 percent of the jvomen covered by a pension reported Uiat such a 
bonus would-be an incentive to postpone retirement after 65, compared tb 43 
'percentldnong t^^ose without any pension coverage. 

Table 12 

Percent of Women who Might Postpone 
Retirement After 65,.. with Adequate 
/ / Incentive, by. Pension Coverage 

Covered ' Not Covered 

% 'Might Pdstpone 

Retirement 33 . 1 ^2.8 

. ' p<.10 

BMPLOYEp WITH FIXED RETIBEMENT AGE 

Only 20 percent of the men, and 15 ifercent of the women, reported that their 
current employer had a fixed retirement age policy, percentages which, incidentally, 
suggest that the recent legislajtion raising the allowable mandatory retirement age 
should have less of an impact ^han is widely believed. 

The important point, however, is that candidacy for postponed retirement was not 
clearly related to presence or absence of a fixed retirement age in the estabfishment 
in which, resppndents were epiployed. Our hypothesis had been that workers em- 
ployed in establishnients with some fixed age for retirement would be the most 
likely candidates for postponed retirement. This was clearly not the case among the 
women in bur sample. 0h the other hand, the findings in the case of men was in the 
expected direction— 36 perg^ri^ of those employed with a fixed retirerient age, bUt 
only 26 percent among thofii?* without such a poHcy, were later retirement candi- 
dates. But the difference did' not prove to be statistically significant. 

Nevertheless^ there is some indication that when the focus of analysis is on the 
bonus variable alone, workers employed with a fixed retirement age (both men and 
women) are more likely to indicate that th^y would postpone retirement with such 
an incentive ^han would workers *not covered by any fixed age fbr retiremeiit (table 
13). Among those covered by such a policy, 48 percent would take advantage of such 
an incentive compared to only 36 percent of those not so (JOvered (p=.05).* 



*PauI.J>emeny, dtcd in "The Burgeoning Benefits of a Lower Birth Rate." Business Week, 
Dec. 15. 1973. 

» Contrary to what might be expected, workers covered <ly a fued retirement age were only 
slightly more likely to be in favor <tf the increase from 65 to 70 in the legal mandatory 
retirement age. 
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Table 13 

Percent of Men and Women who 
Might Postpone Retirement After 65 
♦ ^ with Adequate Incentive 
By Fixed-Retirement Age Coverage 



dovered by 
'Fixed Retirement Not Covered 
itqe Policy - ^ by Policy 

% Might Postpoae- 

Retiren^ent * 47*8 37,9 

p=.05 

^ NUMBER OF OTHER EARNERS IN TAMILY 

Contrary to what we had expected, there was no single relationship between 
candidacnr rate and number of other workers in the respondents* family. Among the 
women, howqver, there is some suggestion that workers with no additional earner 
in the family (one-thifd of all the women) had a greater tendency to be candidates 

1 retirement. Among such women, 35 percent were candidates, in contrast to 
only 25 perwnt of those with one or more additional earners (p=.10). Part of the 
explanation has to do with the fact that women with no additional eamfers are most 
likely* to be not married, and hen<5e have fewer additional supports for income in the 
later years. , ^ . 

But the finding is complicated by the fact that among the women with three or 
more ad^tional earners, fully 40 percent are candidates for later retirement With- 
out any further ahalysis, our guess is that •families tbday with that many earners 
uour or more, mcludmg the -woman, respondent herself) are^probably in lower 
soqpeconomic circumstances than other families, and accordingly, the individual 
woman worker might be attracted— out of necessity— to the notion of postponing 
retirement Our earlier discussion regarding family income showed that workers 
with relatively low family incomes (as an indicator of low socioeconomic status) had 
the highest candidacy rates. ' * 

* . * *• 

B. S0CIAL-PSYCH0IX>GICAL FACTORS 

The previous section concentrated on such objective economic and demographic " 
vanables- as^ industry, occupation, income, education, etc. But human behavior, 
decisionmaking, andintentions, also can be influenced by social-psychological varia- 
bles such as the ones presented below. 

\ 

ACCEPTANCE OF UNIVERSAL FIXED RETIREMENT AGE 

Obviously, how an individual feels about the notion of a fixal*,retirement age for " 
everyone. will affect, or be affected bv, his or her own propeiSIfy to extend retire- 
ment age. We should report, first, that over 80 percent of both men and women 
disagreed with any universal fixed retirement age. In fact, about 45 percent disa- 
greed strongly— a percentage of strong disagreement that is unusual in opinion 
surveys m general. 

As might be expected, few of the persons, agreeing with such a fixed retirement 
age poMcy* can be classified as candidates Tor postponed retirement (table 14) 
Among the men, only 10 percent of those in favor, but 34 percent of those against 
such a policy, were later retirement candidates. Among the women, only 19 percent 
of those favoring a fixed age, were candidates for later retirement compared to 31 ' 

• The quMtion wording was: "Many people feel that there should be a fiJted retirement aee for 
everyone. How atrpngly do you agree or disagree .with that statement?" 
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percent of those against a fixed age policy— a difference in the expected direction, 
although not statistically significant. The difference among the men is without any 
question statistically significant (p=.0OOl). 

' TABLE 14.-CAN0I0ACY RATES, BY AGREEMENT-OISAGREEMENT WITH UNIVERSAL RXEo' 

RETIREMENT AGE ,^ s - 

(By peront) 



^ 100 34.0 

Kumbef ol cases * - " 70 307 

Women " 188 31.0 

Number of cases 48 ' 239 

Our preliminary^ data suggests that \^rkers against both notions used as our 
candidacy criteria are also substantiaUu^ favor of a universal fixed age for retire- 
ment. ^ ■> 

PREFERRED RCHREMENT AGE 

Here again, we should expect to find that candidal rate and the age at which the 
worker prefers to retire are related to each other. The statistical analysis unques- 
tionably confirms this expectati^, especially amon^ the men {table Id). The older 
the preferrtd retirement ageJfe' greater the rate of candidacy for postponing 
retirement Among those meWpBicating that they prefer to retire before the age of 
65, only aiTpercent were candidates, compared to 37 perceni of those opting for age 
65, and 47 percent of the' men preferring an age after 65 (p<.001). But even among 
the women, the relationship is-ftiirly strong. Only 18 percent of the women wanting 
to retire before age 65, compared to 45 percent of those preferring age 65, and 50 

' percent of the group preferring post^5 retirement, could be considered candidates 

^or delaying their retirement (p<.001)- 

TABLE I5.-~CAN0I0ACY RATE, BY PREFERRED RCTREMENT AGE 

(W pocent] 



Men 

* Number of cases 

^ Women 

" Number of cas{3 



Before 65 


65 

« 


After 65 ^ 


Hontft' 
msNcrj 


25.1 


36.1 


- 469 


33.3 


195 


52 . 


32 


75 


17.8 


44.7 


50.0 


34.9 


152 


38 


22 


63 



Th^fect that the po6t-65 respondents have such high candidacy rat^ should be no 
Surprise. What is more relevant is the finding that among those preferring age 65, 
37 percent of the men, and 45 percent of the women, would consider a postponement 
of retirement after that age, compared to 18 to 25 percent of the men and women, 
respectively, preferring pre^ retirement ages. In other words, a small but substan- 
tial percentage of workers would prefer retirement at 65 on earlier, but might 
consider Working beyond that age if assured of an adequate incentive in the formlttf 
increased social security pensions. 

AGE SELP-roEimnCATlON . 

We had expected that a person's own self-image as to how old .he or she i^ 
' (whether young, middle-aged* late middle-aged, or old) would influence his or her 
tendency to delajr retirement, on the grounds that persons viewing themselves as 
young would have a more positive orientation about work continuity, in contrast to 
those with other sey-images. The findings in the case of the woman in our sample 
were in this expected direction, but they were not proven to be statistically signifi- 
cant. Only 17 percent of the few women defining themselves as being late middle- 
aged or old were candidates,, compared with 27 percent of the gr^oup self-labeled as 
middle-aged and 31 percent of the young group. Among the men, there was no 
relationship whatsoever between these two measures. 
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CONTROL OVER ONE's UEE, OR INITIATIVE , 

Human beings differ from one another in the extent to which they believe and act 
as if they can influence their life chances, in how much initiative they have, or 
confidence in their own capacity to affect -their fate, how much they7eel that 
external, factors beyond themselves control their lives— how^ passive or activistic 
they are Some years ago, the psychologist, Julian Rotter, developed a theory and 
series of questions concerning this psychological factor, According to other social 
scientists, the measure might also reflect varying degrees of a commitment to the 
work ethic and the feefling (hat success comes from hard wDrk.' 

The following items from the longer Rotter scale were used in our own study; 

"I d like to get your reactions to some things that people have different opinions 
on Do you strongly agree, agree, disagree, or strongly disagree with these state- 
ments?" 

"When things go wrong, it's usually ifiy own fault." 

"When a person is bom, tlie success he will have is in. the cards." 

'^Don't expect too much° out of life and be content with what comes your way." 

"Planning only makes a person unhappy sipce your plans hardly ever work out 
anyway." - • , - , 

"Most things that happen to me are the result of my own decision." 

In this report, we are interested in exploring the question as to whetjier workers 
with greater itiitiative,^With a feeling of some degree of autonomy an'd mastery in 
their lives, are ^iso'the ones more.jjkely to be potential retirement postponers, on 
the assumption that such persons prefer to make their own retirement decisions 
ancffurthermore, believe they can. Such persons might also be the most likely to be 
opposed to the notion of a fixed retirement age, althojigh we have not attempted 
here to present data on that question. 

What do the results show? Table 16 presents them, for men and women combined. 
It is quite clear, in our opinion", that this assumption. is verified, but especially in 
the case of the men in our sample who, it should be noted in passing, have a higher 
level of a feeling of.mastery, or initiative, than the women in the sample. One-third 
of the men ^providing passive answers to none*or only one of the qu^ions cited 
above were candidates, -compared to 24 percent with two or three passive answers 
and none. of the small number of men providing passive answers to at least four of 
the items (p<.05). Among the women, the 'distinction is between those with no more 
than one passive answer, and those two or more— 32 percent versus only 22 percent 
(p<.10). • . , 

It should be noted he^re that as long as women had a high d^ee of mastery or 
initiative, as measured by such items citedearlier, they were no different from men^ 
with respect to candidacy proportions (32 percent). Similarly, among all persons 
agreeing with two or more of the Rotter scale iterps (indicating lower initiative), the 
proportions of men ancl^womien who were candiates was the same (about 21-22 
percent), 



'See Juliaa Rotter, "Generaliied Exp^thncies for Internal Versus External Control of Rein- 
forcement," Psychological Monographs/B09. 1966. Paul Andrisani aftd Gilbert Nestel, in The 
Pre-Retirement Years, edited by Hubert S. Fames et a! , Center for Human Resources Re^ 
search. Ohio State University. IwC^' 197-235; and Harold L. Sheppard. "Factors Associated * 
With Early^ithdrawal From the Labor Force," in Men in the Pre-Retirement Years, edited by 
Seymoyr Wolfb^n. Temple University School of Business Administration. 1977, pp. 192-195. 
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Table 16 

Later-Retirement Candidate Proportion, 
by; Level of Mastery or Initiative, 

, Men and Women Combined 

^^^^ * ' — ' 

High • Low 

- ' , • Mastery Intermediate Mastery * 

32.1% 22.7% 13^% 

No. of Cases (474) ^ (163) (2;3) 

p=.01 

"High" = l^assive on O-'l statements . 
"Intermediate" = Passive on 2-3 statements 
"Low" = Passive on 4-5 statements 

'Further analysis of the data, however, point to the fact that the explanation of 
this relationship is in terms of how the, respondents felt about the raising of the 
allowable mandatory retirement age, and not with respect to the bonus variable 
which IS one of the two measures used to define candidacy for delayed retirement If 
the focus of the analysis is simply on the ADEA item, there is little doubt that for 
both men and vjromen^ the greater the feeling of mastery or initiative, the higher 
percentage ip favor of the increase in the mandatory retirement age, as shown in 
table 17. . . 

Table 17 

^er/3ent Approving of Raising Mandatory 
Age to 70, by Degree of, Mastery or 
' Initiative, and Sex ^ 

. High Low . 

Mastery Intermediate Mastery 

Men . 7anr' 54. 1^ 41.6 'p<.01 

(_267) '(74) • (12) 



Womefi^ 78.3 65.^] ]:^ 36. 4^ p<. 01 

(189) (8B (11). 

No. of. cases in parentheses 

JOB SATISFACTION PRCqUBNCY 

Contrary to our expectations, candidacy rates are not related to our measure of 
job satisfaction frequency, a question askmg how frequently the worker is satisfied^ 
with his or }\er job (as opposed to askinjg how satisfied the individual is). The only 
meaningful statistical relationship job satisfaction frequency had was with the* 
approval or diOTpproval of the ADEA amendment, and only among the men in the 
sample. Among the men who indicated they w*e satisfied with their ^ob most of the 



74 



I 



time, 69 percent agreed witfi raising mandatory retirement age to 70, in contrast to 
only 56 percent of the men satisfied less than naost of the time {p<.05). 

This finding by, itself, of course, may be important. It suggests that at least among 
employed men, attitudes concerning the notion of extending compulsory i^etirement 
age are, in part, a projection of their own feelings about their individual jobs. The 
prospect of continuing to work in a job that does not provide frequent intrinsic 
satisfactions is not exactly an enticing one. For many workers, early retirement is a 
way out, an escape from an* undesirable work situation. For such persons, any 
question that connotes the extension of working life (such as the one asked in our 
survey about raising the retirement age from 65 to 70j might evoke more negative 
feelings than for worke'rs who are satisfied with thiir jobs most of the time. 

We should also point out here that th& type of analysis on which: this report is 
based focuses only on the contrast between one type of worker (those who would 
consider deferring retirement because of the social security bonus and who approve 
of raising the mandatory age for retirement) and the rest of the sample. The rest of 
the sample includes, of course, those workers who are the very opposite of the first 
type, le, those v(ho would not be interested in any deferral bonus and who also 
disapprove of the ADEA amendment.® Our concentration on only the first type, in 
comparison with the rest of the sample, was based on the concept that if that type 
was unique; it should stand out clearly from the remainder with resp^t to the 
several variables reported m this report. 

Current analysis underway by AIR is intended to identify the four different types 
of male and female workers that can be classified along the two-variable dimension 
treated in this report. 



Returning to the measure of job satisfaction frequency, preliminary findings from 
that current analysis indicate that among the male workers who would not defer 
retirement even with a bonus and who also are opposed to raising the retirement 
a'ge (i.e , the definite noncandi dates), job satisfaction frequency was the lowest. The 
figures used fdr this report, because they do not single out that type of male worker, 
obscure -this finding. 

/ 

\ WORK COMMITMENT 

Somewhat independent of the measure used to estimate the potential for deferred 
retirement age is a question frequently used by industrial social scientists to tap 
what they consider a commitment to work, or level of work ethic. This question, im 
a form adapted by H L. Sheppard, is worded as follows: "If you could stop working 
with as much money as you need for a good income, and not have to work anymore, 
would you do it right away, or would you wait awhile?" (If wait awhile)? "About haw 
many years would ytu wait?" y 

The respfinses to this question can also be viewed as an indicator of retirement 
propensity among workers Our interest at this point in the report is in both 
diijiensions of the responses, and how they*relate, for example, to the two separate 
major variables under consideration throughout tBis report, and these same two 
variables when used jointly to ascertain candidacy for postponing retirement. 

There is no intrinsic reason why Answers to this question, taken as an indicJator of 
commitment to work, should be related to a worker's agreement or disagreement 
with the increase in allowable mandatory retirement age. We are not dealihg 
simply with the same phenomenon expressed in different terminologies. On the 
other hand, if we take the question strictly as an indicator of a retirement propen- 
sity, there could be an 4>vious relationship of the question to the ^eement or 
disagreement. 

But at (the very least, work commitment and retirement propensity^re intricably 
part and pat^el of the same psychological process. They interact and influence each 
other. * 4 

Regardless of how one prefere to view the question and its responses (as work 
commitment or retirement propensity),- we were nevertheless^-impressed with the 
statistical finding that agreement with the ADEA amendment is- closely related to 
how long a worker \yould continue to work, even tljough assured of a good income. 
This close relationship prevailed especially among the men in our sample. 

, ' ^ , /'^ 

"Twenty four percent of the men, and 20 percent. of the women fell into this classification 
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Table 18 ' 

♦ 

Percent Agreeing With ADEA Amendment, by 
Degree of Work Coiranitment> or 
^. Retirement Propensity ' - * 

Right Away, or ' f After at Leas^ 
in Less '•Than After 1 tb 10 Years, or 
One Year 9^ Years "Never" 

Men 53.1 70.0 79.0 

(145) (1^0) (105) p<. 0001 

Women .66.7 77.1 81.4 

(120) • (153) (59) p<.10 ^ 

No. of cases in parentheses / 

Tiie data in table 18 suggest quite sharply that the attitudes of workers (especially 
those of men) about raising the allowable mandatory retirement age from 65 to 70 
are influenced heavily by their level of work cammitment or their own retirement 
propensity, and by the complex set of factors that enter into the development of 
th^ conumtment and propensity It is interesting to speculate about the issue of the 
future of work commitment (or the work ethic) and whether or not a rising or a 
decreasing level of that ethic or commitment could mfluence the age-at-retirement 
decision. Previous research has indicated that the qualitative nature of job tasks— 
young wbrkers— can influence their responses to our measure of work 
commitment or retirenient propensity. The lowe^ the level of autonomy, variety, 
wid i-esponsibility, for example, the greater the worker's retirement propensity, i.e., 
the greater the odds for his or her ceasing to work altogether if assured of good 
moome without having to work. ' ^ > 

T» ra^ the quesfion as to whether the degree to which job enrichment and 
other qu^ty of work programs in industry Spreads in this country, and how the 
success of such programs might influence employees* retirejpent age* preferences. 

As for the relatignship between a bonus for postponing lAirement and work 
commitment, there is only a slight one, if at all, and only in the case of men. Among 
those who would retire within 1 year if assured of a good income, only 39 percent . 
would be mterested in such a bonus, as compared with 42 percent of those who 
would wait 1 to 10 years, and 47 percent of those who would wait at least 10 years. 
Although these fmdingd are m the* expected, direction, the differences' are not 
statistically significant Given this conclusfoti, and the further fact- that among 
.women, ther§ was no relationship between the two variables, we might infer that 
the mc»ntive for postponing retirqment^as not strong enough to offeet the hypo- 
th;5^cal opportunity to stop working but with a good income. 

The (»ndidacy rate, among men, howwer,. may be related to work commitment. 
Nearly STpercent of those who would^lRitinue for at least 10 years, or neve/ stop 
working, but only 27 percent of the remainder, were candidates (table 20)» While the 
corresponding differences among wdmen was not statistically significant, it was in 
the expected direction. Nevertheless,, the detailed data in table 19 suggest that work 
commitment may be a relevant influence. 
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Tatle 19 

Rate, by Work Commitment 
(in percent) 

Would Stop Working; 



Right Away After After 

• or in Less than 1 *to» 9^ at Least 

One Year Years 10 Years* 

Men ' 26,5 27,8 36,8' 

(147)^ (108) - (114) 

27,1 p<,05** 

Wompn,-, 26.8 2*. 3 33.9 

u "(1-23) _ (95) (%2.) 

*'26.6 , noJt*sig. 

* • 

TOTAL 26.8 J • 35.8 p<,03 

(473) (176). 



^ *Includes men saying they would "never stop working. "t 
Among_jthose saying they would continue working f or J) 
10 years ^or more, the candidacy rate was 41.3 per- 
cent {N=»67) , ^ / " . 

**If ""Never stop working" is exgluded, p=.02 among 
men, and .02 for the total -sl^le of men and women. 

_ :^C. Health Factobs-. 

It should be emphasized that the analysis in thi&report is based on^ose workers 
.i^lhout any unempl<qrment experience for nearfy 3 years prior to oeing inter- 
viewed. Almost by definition, such workers tend to be ill better health than workers 
with less than' steady employment experiences.*'"Accordingly, there is little hetero- 
geneity in wQrking-limitii^ health conditions in our sample which means tliat there 
is less room, statistically speaking, for testing anyihypotheses concerning health and 
retirement decisions,, unlike other studies ^hich, because of their nature of' their 
ifitoplest have been kble to demonstrate the miportance of the health factor in Ikbor 
force participation and withdrawal. 

The assumption, of course, is that workers ynth excellent health conditions arie 
more likely to be candidates for deferred retirement than other workers. 

One of the two health^r^lated questions used in this analysis asked if the individu- 
al had any health or physicaT condition which limited the amount or kind of woik ^ 
they could do; and ifjso, how/much that condition 'limited the amount or kind oF 
work. While the proMrtion of ouididates among the men and women in the sample 
reporting no work-luniting conditions was higher than among those reporting some 
dj^ee of limita^m (30 versus 25 percent), the difference was not statistically 
signiHcant, alMugh in the expected direction (table 20). ^ . 



« Eighty percent of the sample reported they had 1io health dbnditions that affected the 
amount or*kind of work they could ddr 
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TABLE 20^RATE, BY WORK-LIMITING CONDITIONS 





9 


* None 


9 

Some or more 


Men and women (in pefcent) 

Number of cases.... 




30.0 
536 


a 25 0' 
136 



nfTfi ir^" asked tfie respondent hOw frequently he or she had.*had each- 

hLl^*'^!^' ■"'•'"?:"1"^H"«»K the past year (such m crari^ps in the l^fhil^chM 
bepoming tired, m a short time, etc.). Using the mean numb^ of condi^ons ci^ by 
we fZn ;„T^'•'•*f^ «''P«"«n<?<l "ft?" (as opposed to sometimes, rareirSr«1ver^ 
tT^'^i^J"Jl^ *=^u°^ P^^""^ 'l"^""" that while the different wek 
in theexpeOed direction, they were not statistically significant. Nearly 31 wrcint 
of those with one or no phjrsic^ opn'dition wperienwS often du^teg the pre^SSs 
Jk^*^"* candidates for deferred retirement, compared to nearjy 24 L^^^tTf 
those expenencmg two or more physical conditionTctable 21) flhe la^T^anv 
'^^^^^ '.r'^^'iSii'^^^'J';^ health measir^ (even thoU the dil^r^ 

eno^ are m the expected direction), to repeat, is largely due to the fart tl^t we^ki 
ry^"^^ herewith a relatively -healthy gro^Tof midle-J«^ and older woi^^^ 
characteristic is a result of our having selected from ouforiginaj totelS on?^ 
those workers with a long-term steady employment record, wSchAia^X^^lertS 
group upward in terms of positive health Wtua This is eXnc^^the fls^ 
80 percent of the group sefected fpr analysis in this report but-Dnl/^ pe?«nt of 
£t^M"cJl^ir?ptUT^^ employment^J^rd), reM^nH^r^ 

r ^ABLE 21.-RAtE, BY NUMBER OrPHYSICAL CONDUIONS 



to re^i^e ^irlfpr fhTn^ accepted fact tljat workers 'in poor health ar^ the most likely 
hp^T^ft. *°f.k?«. our restriction of the sajnple to theHype chosen 

Zfni^i^^^f'**"' health, conditions) pifoWdes for a better^tert of the rrtireS 
postponenifent mcentive. However, because' of the elimination of those woAera more. 

^^^^r^H^i^^K •'^a'th problems, any differeno^ ino^the remaStol 
sample respondents have less chance for being statisticaUy significant^tho^thf 
differences that were found tinded to be in the expected XS' Th^^T 
- ^ere postponement tended to be hSerS^rs. ' 

thfwwkeS of 20 ?^1n J»f« f speculation about the future. If the health 'status of 

notexpect to see, thereby, gile more reduced incentive to retire especially if finan- 
ciAl incentives for deferriiSf retiremftit are also avaUable? AddiS TreK^ 

^ D. SuMJtARY AND (CONCLUSIONS 

^^^IIa^ hiyjreSented rni exploration of*the attributes.of individu^^niddK:- 
and older workers which are associated with their willingness to coiSder a 

fmancjal, incentive for postponing retirement (over, and above what S eafned 
tlZt ^™V>' form of in^S J^Ll^s^uriS 

'teui^i^ei e^JtS? those attgbytes'that appear to be Sated with tSat 

me^^^d woitcS:*^ '^'"'''^ ""^ '^'P""'"^ -«-™-t among both 
Sales and cleri6al employees. ^- > * 
Low family income. 

Nonmarried. * ' 

College^ucated. o * . ' 




\ ^1 




/ 








O-l ^ 2 or more ' * 


' " - ' ! — 

Men and women (in percent) 
Number of cases .^/...J.: 








0 




30 5^' 23.7 
544 , U8 
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Several dependents. ' ^ 

Rejection of universal fixed retirement age. 

High personal initiative, or mastery over one's life. 

Work commitment. ❖ * . , /xi. 

Age may be a factor, but only among men. The fact that younger men (those 40- 
44) had the highest candidacy rate of all men (and those 50 and older, the lowest 
rate) needs to be interpreted withvcaution. Such a finding does not necessarily mean 
that as they grow older, men will be less inclined to respond favorably to any 
incentive to postpone retirement. (Other data we have show they—the youngest 
, men— have the highest proportion believing that social security is in trouble.) It can 
also mean that younger male workers of today have a different set of expectations 
and perceptions about the nature of retirement, expectations and perceptions that 
may remain with them as they grow older— a possibility that can only be verified • 
through long-term longitudinal research. If they do carry these expectations and 
perceptions with them as they reach what w^ now call retirement age, they may^be 
more likely to consider extending their age of retirement beybnd the retirement age 
of men retijing in recent and current years. • • j C ji 

Changing retirement age policies and practices will, in our opinion, undoubtedly 
characterize the next 10 to 20 years in American personnel and industrial relations. 
The previous trend toward early (pre-65) retirement vdll, at the very least, stabilize 
andLpe accompanied vby an opposite pattern— an increasing number of workers 
opting to remain in the labor force 'longer tlmn their older relatives ajid counter- 
parts. This new pattern will emerge partly ouf of economic necessity, and partly out 
of the "changing characteristics (demographic and psychological) that enter into 
retirement behavior, regardless of historical time period. 

At the same time, we might "expect a growing attention in Congress and elsewhere 
to proposals for some form of a gradual increase in the age for retirement under 
social security (at least for full Wnefits), as one mewis of alleviating the rismg 
expenditures for retired workers (and their dependents? benefits. To the extent that 
the population of such workers increases more than expected (for example, as a 
" result of the increasing life expectancy of persons at ages 60-65), those expenditures 
might.come under closer scrutiny. O 
We have some preliminary data thlat bear on thd critical issue of the decree of 
'\ receptivity on the part of worker* to such proposals. Workers in our sample who 
agreed that th^ social security system was in trouble (approximately 80 percent ot 
the overall sample) were also asked their approval or disapproval of some suggested 
solutions, including gradually raising retirement age, W^keep the number of retired 
persons from ;growing so fast. The findings indicate that the following types of 
*,workers tend to approve the most of such a proposal: 

All buLblue-coUar workers. 

College-educated. 

Candidates foj: retirement postponement. 
On we assume that as the population comes to consist less and less of blue^ollar 
workers, and acquires higher educational levels, proposals of such a nature may be 
considered more seriously bv the electorate? We can only indulge in speculation 
about such an issue now, but any trends regarding opinions on the idea bear 
watching. 

At any rate, on the* level of the individual, inflation appears to be producing 
changes in 'one's expected retirement age, and in an upvard direction, perhaps for 
the first time in several decades. If and when individual motives coinjide with 
governmental and other institutional recognition of the agp-egate, macrobenefits of 
an increase in the national average retirement age, we might witness a somewhat 
dramatic shift in the country's retirenpnt age policy." 

ITEM 2. LETTER AND ENCLOSURE FROM EDWARD F. HOWARD, GENERAL 
COUNSEL, NATIONAL COUNCIL ON THE AGING,^ INC.,* TO SENATOR 
CHARLES H. PERCY, DATED MAY 12, 1980 

DeXr Senator Percy: You will recall that, during the April 24 hearing of the 
Senate Special Committee on Agine, you asked each of the witnesses for informa- 
tion abput ideaai and suggestions relevant to preretirement planning for employees. 



See H. L. Sheppard and S E Rijj, "The Graying of Working Amenca, The Coming Crisis of 
Retirement-Age Policy " New York. 1977 and 1979, Free Press-Macmillan PHblishers, for an 
extended discussion of the economic, biomedical, and demographic factors that may lead to a 
reanalysis of current retirement age policy. ^ * „, , 

'See page 36 for statement of Karl Kunze, chairman, National Institute on Age, Work, and 
Retirement. NCOA. 
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This is a subject about which NCOA has been concerned for some time, and to 
which we hAve devoted an increasing amount of attention in the past few years. The 

• scVpe of our present activities is perhaps^best summarized in testimony delivered by 
^ur executive director. Jack Ossofeky, before the President's Commission on Pension 
Policy earMr this year. A copy of tb^f^statement is enclosed for review. 

The majOi: areas covered by the statement are (1) a -survey of the attitudes of top 
^ management of the ''fortune 1,000** 'companies on retirement planning-r^lated ques- 
tions and <2) the retirement planning program developed by NCOA with support 
from the Administration on Agihg and a consortium ofi large* unions and major 
companies. - ^ * . 

We believe, that NCOA*s retirement planning pn^ram represents a major step 
forward in the field, particularly in the way it results in a tangible, personalized ^ 
'''^ f ^ employee and spouse involved. We would be happy txf provide mofe 
details about the program, or respond to any questions you or your staff micht have 
^ about it.^ ^ « ^ 

Xour interest in this matter--so vital to the economic weH-b^ing of retirees and 
their famihes— is greatly appreciated. ;* * , * 
Sincerely, • * \ , . ■ * ^ * 

^ . ,* " / ' EowAip F. HowARn, 

1 £> • e • * - General Counsel • 

Enclosure. , ^ 

'. * . ! . . ' ' 

^ Statement OP jA(»OssoTS€Y,Jbciwijvi?DiR^^ 

AgIN^ yiC, AND a)MUND W. FlT^^XRlCK, Ph. D., DIRECTOR, INDUSTRY CoKSOR- 
TIUM ReTIREBCBNT PLANNING PROGRAM - ^ . V ^ 

We are please^ to appear be^ott you today to discuss the question of an adequate 
retirement mcome m an* inflationary era. ^ ^ ' 

As you know, the National Council on#the Aging, has a long history of concern 
ov^r the economic status of older person^, both when they are employed and when 

* they are retired. NCOA is a private, nonprofit organizatjon formed in 4950 and from 
Its mc»ption it has focused on the issues of age, work, income, and retirement as 

^ thCT affect the middle-aged and older worker. 

. The toing of this Rearing is fortunate for* it follows by one day the announce- 
*> ment of the r^ults of a m^'or study thafe will be of interest to the Pnpident*s 
Commission on Pension Policy. The &urve^, entitled "jRetir^ment Preparation- Grow- 
ing Corporate Involvement," was df the chief executive dmcers and personnel direc- 

• .9' ^® Fortune 1,000 companies! The survey was conducted by Research & 
Forecasts, Ina, a. subsidiary of Ruder & Finn, Inc. The Natagn^l Council on the 
Azmg assisted m the design of th^ survey and .tHe intei:t)retaUon of the results 

Irt tt^ same New York City press conference fet whiciii the survey results were 
annouif&ed, the National Coupcif on the Agin£also ^noulffed" the availability of its 

♦ new returement planning prtgram. We have^repared materials which summarize - 
'both the survey and the new program and,"wi£h yotft- permission, we would like to 

make them available to become^a part of the record. - L ' 

We believe that both tlje siirvey and the new retirement plahning program— 
especjaUy its persorifcal financial planning module— bear oii-tfle topic of. this hear- 
mg. We.woujd like to discuss^pertinent aspects of each. . ^ • f 

The survey dealt.wjth fcBr m^r questions: ^ • * ' V . c ' 

1. The ^ect orinflation on early retirement ^ 

' . 2, HowA^older-emplqyee ifi viewed by. employer^. • * 
♦ , ' r^^^ benefits of retirement planning programs; and ' * 
f The fuluieiof retirement planning programs^ ' i*^.. 

I ^1 summarize the findings in each of the four ar^BSi 

\>. Effects, of inflation on-early rc/inpm^nt --Significantly, nearly 9^of lb<88 per- 
e^ntypersomiel directors queri^ see a decrease in isarly retirement femong^ their 
em^oyees. Th^ virtr thi^as a direct r^ult of continu^g inflation and its^mpact 
on fixed incomes. • • ? ^ 

J^^ .finding coincides with recent reports frOm the 'Social Security Administration 
mdicatmg that applications for early retirement><have dropped on. Moreover, scat?- 
tered ^ports from mdividual companies Such'as-^Sears & Bechtel suggest that more' 
employees are also delaying their retirement b^cmd the normal retirement(ag€t of 

In other words, ^ a consequence of infijitionVe see the probable reversal ofk 10- » 
yeat. trend ^ow.ard eariiw^ retirement and, b^ond't^at, more workers delaying fheir 
retirement oast age^fio^^The implications are'ol^yious; Unless some means is foiind-to' 

rre^employees that their retirement income will be adequate, more older employ- 
will hold onto'U^eir jobs and we will have/a work force that is aging at an * 

^<S3 . ' 
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accelerated rate. It wiM include many employees who would like to retire bujt who* 
are afraid to do so for financial re^ns. 

2^ How the older employee is viewed,— V/e are pleased to state that the survey also 
found what appears to* be a marked improvement in executives' attitudes toward 
older workers. 

'Four out of five (34 percent) of the personnel diiectors disagree with the state- 
ment that older workers tend to be less productive tfian younger employees. 

And nearly one-third (31 percent) of the personnw directors feel that older work- 
ers have much better attendance records than younger workers, while the remain- 
ing two-thirds (65 percent) believe their attendance records are somewhat better 
in terms of joh satisfaction, three of four (74 percent) of the. personnel directors 
report they find older workers to be generally more satisfied with their jobs than 
are younger employees. These findings can be contrasted with results from earlier 
studies. In 1974, NCOA commissioned a national study of Attitudes toward older 
, persons. That study found nearly 9 of 10 (87 percent) respondents^ who said they 
nad personal responsibility for hiring and firing workersT, believing older workers to 
be less productive and more likely to have on-^he-iob accidents. 

The improverfleht in the attitudes ioward older workers, as fou*nd in the new 
supey^ is in our vi^y^ tardy^ but most welcome. Moreover, the recognition of the 
productive value of the older worker is taking place at a time when we can expect <^ 
rpore older workers to hold onto their jobs, rather than retire, because of the 
problem they aifticipate due to inflation. Accordingly, we can presume that, though 
J( the older worker max ^^^^ retirement is not a viable option, he will on the 
^ther hand "find a more positive \vork climate than, pxisted only 5 years ago. 

3. Benefits of retirement planning programs.— The new surve^also suggests that 
the Corporate view of retirement planning prt)grams continues to evolve and,., we " 
believe, fo^ ife better. Significantly oi^ly a minority of the respondents (34 percent) 
believe inducing early* retirement— particularly among riohproductive employees — is 
an important reason for having a preretirement education program. _ , 

Perhaps even •more interesting is that 9 of 10 (92 percent) of both the^chief 
executive officers and the personnel directors believe retirement planning is impor- 
**tant in encouraging people to lead productive lives. And & th 10,(j81 percent) see it as 
important in using the Nation's resources. ^ ' 

Nine oTten (91 percent) of the personnel directors indicate that retirement prepa- 
ration pr(^ams will ipiprove jrelations with employees; 8 in 10 (83 percent) say they 
will re^^rce morale and prwiuctivity; and a little over half (53 percent) see them 
as enhasicrng the corporate image. ' . ^\ • 

There has been belief among many that a major reason for having a retirement 
prepy^tioh progran^ was' to induce retirement. We are pleased that two ol^ three 
surveyed rej[ected this view and instead cited more positive reasons for having such 
programs. ' * 

4. The future of retirement prepq/xitiow j>r^^ms. — More than, fouF of five (83 
percentMpersonnel directors say the«ipaior spur to retirement preparation programs 
is inflation and its financial ramifications. And almost the same percentage (82 
percent) agreed wit4i the statement: "Corporatio|is feel they have some social re- 
sponsibility to prepare their older -workers for retirement.^' 

Only ^7 percent of the personnel directors say they presently have progr^uns, but 
another 22 percent of their companies say they are working on them. Almost all (92 
.pertent) of the per&nnel director polled think coqipanies will be more committed 
to retir^ent planning in the future. *\ ' . . 

Accordingly, NCOA believes that retirement preparation programs wiUcontjni^e 
to grow, both in number and in comprehensiveness. Inflation will continue to'Js^ one 
of the major reasons for this growth. At the same time, we believe, the changing 
' €/tti>ude toward older Workers and the commitment to social responsibility will J)e 
an equal— and perfiaps in the long run, a^ea^r'^factbr in the continued growth of- 
retiremet)^ preparation programs. In this connection, I will cite orte more nnding 6f 
^ the survey.. More than 9 of 10 chief executive officers and personnel directors agree 
that although ^he responsibility for retijrement planning is a shared «one between 
the employer and the employee, the prinwtcy res'ponsibijity tests with the individual. 
Retirement preparation programs, ot course, are the means for helping employees to 
meet'fhis r^ponsibility. ^ 

In 1977, the National Cbuncil on the Agihg joined with a consortium of major 
conipanies and large Tn^ions for the purpose of/devel^iitg a new approach lo 
retirement preparation. A major feature of this new retirement preparation^ pro- 
gram Avouid -be the uhioue way in which it treatecT personal financial planning 
These criteria were established: * • . 

It had to enable the employee to develop^ a long-range personal financial plan that 
takes inflation into account. • ^ • , 



. The approach had to be one that diverse groups of employees could use, including 
^ * • blueK»lIar workers. . ' , 

In preparation for developing tlje program,' a survey was conducted of employee* 
expectations regarding retiremtent. In response to the question: "If you do run into 
problems after retirement, in which area or areas are they most likely to occur?" 
w more, than two out of three indicated ihey expected maintaining their standard of " 
living would be a problem. This corifirmed our belief that inflation had to be fully 
addressed in the prograip we were developing. Discussions with e,iriployees after the 
survey suggested that'many believed high inflation rat^ to be temporary and would 
probably go away before they retired. It is possible that in the 2 years since this 
survey more and more employees have come to believe that inflation is here to stay. » 
Many lack confidence they can retire and still be financially secure in such an 
, econom>*and thus delay their retirement. ^ ^ . • o 

I would like to describe briefly how oin> retirement planning i^togram helps '» ^ 
- employees and their spouses plan financially for their retirement, tal^g inflation W 
into account. In describing the process, I will respond to some of-'^e specific, » 
questions you wish to have addressed 'in this hearing. ^ ^^^-^Jn^A^* =4;. 

I would like to nlention at the outset that the pn^p'am is not designedi'^ftidSn!^ 
whd have very high incomes or persons who have very low incomes. Rather, itjs for i 
' the great mass of employees who (all between thope extremes, from blue-collar* 
enaployee up thrdugh midlevel executive. ^ ' 

The personal tinancial planning mqd|ile is the\largeSt component ^of our new 
retirem*ent planni^ program. It requires^ three sessions of about 2V^ hours eacK to * 
conduct the module. 'A basic assumption is that, while the employer and the Govern- 
^ ment might help, ^h person ^must ^assume the responsibility for his or her own 
- fina^cial^security in retirement. 

This' module takes very ^phisticated concepts and breaks thftm up into small* 
understandable* aijd easy to use pieces. Employees are helped to apply these pieces ^ 
step^y-step lo^ their own sitUatiOh using personal data (firing the module. As a * 
result, each employee actually produces his own long-range personal financial plan 
during the three sessions comprising the module. * ' 

The module stresses maintaining a^ given level of purchasing power during the 
retirement years. Maintaining^ purchasing ^wer is a key concept and is used so we ^ 
can deal with finances in future years .when inflated dollars h^ve different values 
from today. , 

^ In the early part of the module, the employee is helped to forecast what his 
ret^raent expenses will be at the time hp plans to retire and what they will be 
eaa^year of his retirement. This forecast may span a period of, say, 10 years before 
retirement and«20 years after retirement. Ah assumption is made about the average 
inflation rate during that peri(^, such as 7 or 8 percent* In other words, inflation ' 
before retirement is taken into account asjwell as inflation after retirement. 

Qne of the three alternative techniques w^^elp the employee us^ in determining 
retirement expenses is' to calculate a figure* that is equal to 60 jto SO percent of. 
^ preretirement purchasing power. It is a mistake and is misleading for some econo- 
mists and noneconomists to talJ^ about 60, to 80 Jwrcent of preretirement income. In 
reality, retirees soon need more than 100 percent of their preretirement income to 
maintain purchasing power >in an inflationary economy. The emphasis should prop- ** 
erlv be on maintaining purchasing power not maintaining a givefn income; 

After estimating retirement expenses and projecting them into the ^ture, we ^ 
h'elp the employee and spouse do the san\e with their currently expected retirement 
income. We show them how t5 construct a grai)h that allows them to quickly and 
easily compare their expe<Jted expenses with their expected iijcome for each year of 
retirement. We call this graph a retirement irrcome^rofile. . . ' • 

^ce tl^^ retiremeqi income profile is in terms of purchasing power, an indexed 
pension, such as social security, will be seen as holding the same purchasing power *" 
over the entire retirement nenod. On^he other hand, a fixed-income pension will be 
seen as constantly losing itypurchasing^power, . * 

For examnle, at a 7-p^rcent rate of inflation, a $200-per.month fixed pension is 
worth only $100 per month after 10 years and only $50 per mortth after 20 yeflrs. 
years, in other words, its purchasing power is cut in half. 

The employee uses his retirement income profile to identify gaps between ej^pect-*' 
> ed expenses and expected retirement income. An employee might find that in the 
early years of retirement his retirement income purchasing power will be 'more 
than- he needs and that it is not un^l 4 or 5 years aftet retirement that the income ^ 
p^^chasing power gap will develop. < 

We then assist the employee to determine how much of a nest egg he or she will 
, need in order to fill any gaps that exist over the, say, 20 years of retirement. More' 
^ 8pecif}^«4l3{ the employee s present assets are analyze^ and projected to the time of . 

ERIC , • - . : V §5 . 



82 

• ^ 

expected retirement If they equal or exceed the nest egg neec}^^ it is reasonable for 
the employee to expect a financially secure retirement »If the projected assess fall 
short of -the amount needed, the employee knows how much in additional assets he 
needs to create before he retires or, as an alternative, how much he will have to 
adjust his planned retirement lifestyle in order to "reduce costs, 

We conclude the module with a substantial amount of time devoted to saving and 
investment possibflities Each employee and spouse learns to use a set of basic 
criteria for evaluating a wide range of saving and investment possibilities that 
might be of interest to them, Stress is placed on maintaining after-tax yields that 
come as close to the current inflation rate as possible — or even exceed it— withoiut 
incurring too much risk, p 

I wish to>emphasize that in this three-session module the employee actually 
develops a long-range personal retirement financial plan, covering perhaps 30 years, 
that takes mflation into account Blue-collar plantworkers and white-collar clerical 
employees are highly successful in this module, as are other groups of employees 

In the financial plan that results, the employee in effect becomes responsible for 
indexing his own retirement income to the extent that it is not indexed by another 
source The employee also assumes th6 responsibility for providing an additional 
' pension and indexing it— if the pension from his emplpyer is inadequate from the 
start. These can represent major demands on an emploj^ee's present income^Yet, if 
the employee does not ^ume this responsibility, the alternative may be poverty or 
n^r poverty if he lives long enough in retii;ement The recent Johnson & Higgins/ 
Louis Harris survey reported that employees are willing to sacrifice current income 
in order to have indexed retirement benefits. 

Some employees in developing their financial plans are surprised to learn that 
they can afford to retire These ar^ employees who will not feel they must §tay oh ^ 
the job out of fear of infiation-when they want to retire, ' ^ 

Employees who find they arfe grossly inadequately prepared financially for their 
retirement are usually pleased to have the problem diagnosed and their specific 
needs identi^ed. They then' cair begin to realistically assess their options and take 
positive steps, ^ * 

Our observation corvfirm that employees who experience the module are more 
likely to take advantage of options.they overlooked before. 

Even -w^th thje be^ efforts, many employees will reach retirement withinsuffi-* 
cient pension income to maintain a reasonable semblance of their present standards 
of living. They will need to be employed^ at least part-time in order to have an 
adequate .retirement incomp. In our retirement planning program, we stress the* 
creation of retirement job options well in^dvance of retirement. 

We believe that a comprehensive module such as we have developed can help the 
employee to fulfill his own responsibihties for retirement financial planning. In 
support of the same objectiye, we would like to suggest that the Commission give 
consideration to the following: 

1. Seek ways to encourage the provision of jnore part-t^me or part-year vvork 
opportunities for persons who are retired or who want to retire This would not only 
make use of a valuable, productive resource — older persons— it wpuld also help 
them to maintain their financial independence. The .answers for improving our 
public and private, pension syst^m^ are not J^ikeiy to come quickly. In the mean- 
while, part-time retirement employment would be a major benefit to ^employers 
whose employees ^^^fraid to retire because of inflation, 'ip the' employees who 
want <to retire but^^^B^raid to, and to those' already retiree who are sli<9ing into 
poverty as their pu^^sing power erodes Wages, even part-time wages, \tend to^' 
keep up with the cost of living. ^ ' ^» ' 

2, Studies show that the users of individual retirement accounts and4<eogh plans 
tend lo be those who already have some private- pension protection. We suspect that 
the reasons why some individu^s do not talce*advantage of these plans is i>ecause 
they do not understand them. The' employee at the local drugstore, fjpodstore, or 
clothmg shop does not have a CPA or attorney to turn to for information tind> 
advice. Yet. anyone opening such a plan must fill out and sign complex legal and^ , 
financial documents designed for lawyers, not for laymen Simplifying the use of 
IRA and Keogh plans and taking steps to increase public understanding might 
encgurage broader use among those who could be most helped by such plans 

3 ,The greatest disincentive to save is found in the interest rates payable to small 
depositors— 5 'A perjignt and,5V2 percent — which are less than one-half pf the cur- 
rent mfiatioiy rate Manvsayara^jjis eekinp a better returir, have' purch ased certifi- 
cates' of de^it only to fiiM that they have locked themselves tor ye^lt^nto low ' 
rates relati/e to the mnatioArate ; 
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H^8ults such as these tend to discourage small savers and investors from building 
their retirement nest eggs. We need more incentives, not disincelitives, for this 
ffroup and, if possible, some means of insuring that their savings and investments 
for retirement will maintain purchasing power, not lose it be%^i^tif^ment. 




